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LETTERS  FRC^  ^ 
THE  CHAIRMAN  OF  THE«f  TERSTATE 
COMMERCE  COMMISSION 

TRANSMimNQ 

IN  RESPONSE  TO   A  SENATE    RESOLUTION  OP 
MARCH  23,  1914^A  COPY  OF  ALL  EVIDENCE  IN- 
TRODUCED A?fD  ALL  EXHIBITS  RECEIVED  AT 
HEARINGS     BEFORE    THE     INTERSTATE     COM- 
MERCE COMMISSION  IN   DOCKET  NUMBER  5860, 
"REVENUES  OF  RAIL  CARRIERS   IN  OFFICIAL 
CLASSIFICATION  TERRITORY"  AND  INVESTIGA- 
TION  AND  SUSPENSION  DOCKET  NUMBER 
333    ENTITLED    "RATE    INCREASES 
IN  OFFICIAL  CLASSIFICATION 
TERRITORY." 


in  8  volumes 
Vol.  1 

Index  in  Volume  8 


April  11, 1914.— Referred  to  the  Committee  on  Interatate  Commerce 
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sitbhitted  by  mb.  la  follbttb. 

In  the  Senate  of  the  United  States, 

AprU  14,  19H. 
Ordered^  That  the  testimony  and  exhibits  received  from  the  Inter 
state  Commerce  Commission  m  the  cases,  Docket  No.  5860,  entitled 
**  Revenues  of  Rail  Carriers  in  Official  Classification  Territory  "  and 
Investigation  and  Suspension  Docket  No.  333,  entitled  "Rate  In 
creases  in  Official  Classification  Territory,"  pursuant  to  Senate 
Resolution  310,  adopted  on  the  23d  day  of  March,  1914,  togethei 
with  the  additional  testimony  and  exhibits  hereafter  received  in  saic 
cases  from  the  Interstate  Commerce  Commission  pursuant  to  saic 
Senate  resolution,  be  printed  as  a  Senate  document;  and  that  th< 
Tolumes  be  numbered  consecutively,  and  that  all  volumes  bear  th< 
same  document  number. 
Attest : 

James  M.  Baker, 

Secretary. 

SITBMITTBD  BY  MB.  FLBTCHEB. 

In  the  Senate  of  the  United  States, 
February  19  {calendar  day,  March  2),  1915, 
Ordered,  That  the  Public  Printer  be  authorized  and  directed  tc 
print  as  a  part  of  Senate  Document  No.  466,  Sixty-third  Congress, 
the  illustrations  accompanying  the  testimony  and  exhibits  relating 
to  the  Five  Per  Cent  Case  as  submitted  to  the  Senate  by  the  Inter- 
state Commerce  Commission  in  response  to  Senate  Resolution  No. 
310,  Sixty-third  Congress,  and  the  order  of  April  14,  1914. 
^    Attest: 

James  M.  E^akibib, 

Secretary. 
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LETTER  OF  TRANSMITTAL. 


Interstate  Commerce  Commission, 

Washington^  April  11^  191  j^. 
The  President^  the  Senate  of  the  United  States, 

Sir:  In  response  to  resolution  of  the  Senate  of  the  United  States 
rf March  23, 1914,  as  follows: 

^emAved,  That  the  Interstate  Oommerce  Commission  be,  and  it  hereby  is, 
ireeted  to  transmit  to  the  Senate,  from  time  to  time  as  taken  and  transcribed, 
1  €opy  of  all  evidence  introduced  and  all  exhibits  received  in  evidence  by  said 
Qjamiasion  at  hearings  in  the  cases,  Docket  No.  5860,  entitled  ''Revenues  of 
Bifl  Carriers  in  Official  Classification  Territory,"  and  Investigation  and  Sus- 
pension Docket  No.  333,  entitled,  "Rate  Increases  in  Official  Qassification 
IWtory." 

the  Interstate  Commerce  Commission  has  the  honor  to  transmit  here- 
with volumes  1  to  12  inclusive,  12^,  18  to  19  inclusive,  19^,  20  to  87  in- 
diBive,  embracing  a  copy  of  all  evidence  introduced  and  all  exhibits 
received  in  evidence  at  the  hearings  before  the  commission  in  the  cases 
wrered  by  your  resolution,  in  full  compliance  with  the  resolution  as 
^  this  date.  Each  volume  is  labeled  and  contains  an  index  of  the 
stents  of  the  volume.  Also  inclosed  is  a  separate  index  covering 
4e  entire  39  volumes.  Copies  of  additional  evidence  will  be  sub- 
Biitted  from  time  to  time  as  filed. 
Resi)ectfully, 

Jas.  S.  Harlan, 

Chairm/m. 
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BEFOBE  THE  INTEBSTATE  GOMMEBCE  COMMISSION. 

Betentjes  op  Bail  Carreers  in  Official  Classification  Territory, 
Docket  No.  5860.  Rate  Increases  in  Official  Classification 
Territory,  I.  &  S.  Docket  No.  333. 

WASHINGTON,  D.   C,  NOVEMBEB  24.  1913. 

The  commission  met  at  10  o'clock  a.  m.. 

Present:  Commissioners  Clark  (chairman),  Clements,  Prouty, 
Hirian,  McChord,  and  Meyer. 

Appearances. 

Louis  D.  Brandeis,  Charles  W.  Needham,  James  W.  Carmalt,  rep- 
resenting the  Interstate  Commerce  Commission. 

Austin,  Chas.  J.,  traflSc  manager.  New  York  City,  appearing  for 
ie  New  York  Produce  Exchange. 

Barlow,  H.  C,  10  South  La  Salle  Street,  Chicago,  111.,  appearing 
ior  the  Chicago  Association  of  Commerce. 

Beattie,  John  J.,  general  counsel,  Warwick,  N.  Y.,  appearing  for 
^  Lehigh  &  Hudson  River  Railway  Co. 

Boltz,  F.  W.,  1019-1023  Rose  Building,  Cleveland,  Ohio,  appear- 
i^  for  the  National  Petroleum  Association  and  the  Independent 
Petroleum  Marketers'  Association  of  the  United  States. 

Bond,  Hugh  L.,  Baltimore,  Md.,  appearing  for  the  Baltimore  & 
Ohio  Railroad  Co. 

Brownell,  George  F.,  New  York,  N.  Y.,  appearing  for  the  Erie 
Kailroad  Co. 

Butterfield,  O.  E.,  Chicago,  111.,  appearing  for  the  New  York 
C«itral  lines. 

Cassoday,  Butler,  Lamb  &  Foster,  by  Rush  C.  Butler,  William  E. 
Limb,  and  C.  R.  Hillyer,  appearing  for  freight  traffic  committee 
<*f  the  Chicago  Association  of  Commerce. 

Chamberlin,  C.  D.,  1019-1023  Rose  Building,  Cleveland,  Ohio, 
appearing  for  the  National  Petroleum  Association  and  the  Inde- 
pendent Petroleum  Marketers'  Association  of  the  United  States. 

Cowles,  James  K.,  125  East  Twenty-third  Street,  New  York  City, 
appearing  for  the  general  public. 

Coyle,  P.  W.,  510  Locust  Street,  St.  Louis,  Mo.,  appearing  for 
Busmess  Men's  League  of  St.  Louis,  Mo. 

Dalrymple,  J.  L.,  Montreal,  Quebec,  appearing  for  the  Grand 
Trunk  Railway  Co. 

Dixon,  George  D.,  freight  traffic  manager,  Philadelphia,  Pa.,  ap- 
pearing for  the  Pennsylvania  Railroad  Co. 
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Delano,  Frederic  A.  (president),  Chicago,  111.,  appearing  for  tlie 
Wabash  Railroad  Co. 

Earl,  A.  J.,  Cleveland,  Ohio,  appearing  for  Kelly  Island  Lime  & 
Transport  Co. 

Freer,  G.  M.,  Cincinnati,  Ohio,  appearing  for  Cincinnati  Chamber 
of  Commerce. 

Hall,  G.  Roy,  Duluth,  Minn.,  appearing  for  Duluth  Commercial 
Club. 

Henderson,  J.   H.,   commerce  counsel   of  Iowa  statehouse,   I>es 
Moines,  Iowa,  appearing  for  the  State  of  Iowa. 

Hopkins,  W.  M.,  Board  of  Trade,  Chicago,  111.,  appearing  for 
Chicago  Board  of  Trade. 

Hurd,  D.  F.,  traffic  commissioner,  Cleveland,  Ohio,  appearing  for 
Cleveland  Chamber  of  Conmierce. 

James,  Francis  B.,  Westory  Building,  Washington,  D.  C,  appear- 
ing for  Minneapolis  Civic  &  Commerce  Association. 

Johnston,  Charles  M.,  Pittsburgh,  Pa.,  appearing  for  the  Pitts- 
burgh Coal  Co.  and  the  New  Pittsburgh  Coal  Co. 

Keavys,  J.,  commissioner,  Indianapolis,  Ind.,  appearing  for  the 
Indianapolis  Chamber  of  Commerce. 

Kelly,  N.  B.,  211  Bourse  Building,  Philadelphia,  Pa.,  appearing 
for  the  Philadelphia  Chamber  of  Commerce. 

Lincoln,  J.  C,  manager  traffic  bureau,  233  Broadway,  New  York, 
N.  Y.,  appearing  for  the  Merchants'  Association  of  New  York. 

Lyon,  Frank,  808  Colorado  Building,  Washington,  D.  C,  appear- 
ing for  the  Pittsburgh  Coal  Co.  and  the  New  Pittsburgh  Coal  Co. 

McCain,  C.  C,  143  Liberty  Street,  New  York  City,  appearing  for 
the  Trunk  Line  Association. 

Martin,  Henderson  I.,  Topeka,  Kans.,  appearing  for  the  Missis- 
sippi Valley  State  Commission. 

Herriam,  Seward  L.,  Detroit,  Mich.,  appearing  for  the  Pere 
Marquette  Railroad  Co. 

Minnis,  James  L.,  St.  Louis,  Mo.,  appearing  for  the  following 
companies,  with  the  mileage  of  each  given:  Chesapeake  &  Ohio 
Railway  of  Indiana,  285 ;  Chicago  &  Alton,  1,026 ;  Chicago  &  Eastern 
Illinois,  1,275;  Chicago,  Indianapolis  &  Louisville,  617;  Chicago, 
Peoria  &  St.  Louis,  255 ;  Chicago,  Terre  Haute  &  Southeastern,  351 ; 
Detroit  &  Toledo  Shore  Line,  79;  Detroit,  Toledo  &  Ironton,  441; 
Illinois  Central,  4,765;  Toledo,  Peoria  &  Western,  248;  Toledo,  St. 
Louis  &  Western,  451 ;  Wabash,  2,515 ;  Wabash  Pittsburg  Terminal, 
67;  Akron,  Canton  &  Youngstown,  10;  Central  Indiana,  127;  Chi- 
cago &  Illinois  Midland,  25 ;  Chicago  &  Wabash  Valley,  37 ;  Chicago, 
Milwaukee  &  Gary,  127;  Cincinnati,  Bluffton  &  Chicago,  52;  Colum- 
bus &  Southern,  23;  Illinois  Southern,  138;  Illinois  Terminal,  26; 
Jamestown,  Chautauqua  &  Lake  Erie,  39;  Lorain  &  West  Virginia, 
35;  Lorain,  Ashland  &  Southern,  25;  Montour,  18;  New  Jersey, 
Indiana  &  Illinois,  12;  Ohio  Electric  (steam),  42;  Ohio  River  & 
Western,  112;  Ohio  Southeastern,  104;  Oil  Belt,  25;  Pittsburg, 
Lisbon  &  Western,  25 ;  Wabash,  Chester  &  Western,  65 ;  West  Side 
Belt,  22 ;  Youngstown  &  Ohio  River,  37. 

Moore,  R.  Walton,  Colorado  Building,  Washington,  D.  C,  appear- 
ing for  the  Old  Dominion  Steamship  Co.  and  Merchants  &  Mmers 
Transportation  Co. 
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Moms,  Eugene,  chairman  Central  Freight  Association,  Chicago, 
E,  appearing  for  the  Central  Freight  Association  carriers. 

Morton,  E.  C,  Columbus,  Ohio,  appearing  for  the  Pittsburgh  Coal 
Co.  and  the  New  Pittsburgh  Coal  Co. 

Muller,  Jean  Paul,  423  Woodward  Building,  Washington,  D.  C, 
ipMarmg  for  Toledo  Produce  Exchange^  Tol^o,  Ohio. 

Patterson,  George  Stuart,  Philadelphia,  Pa.,  appearing  for  the 
Pennsylvania  Railroad  Co. 

Perry,  S.  S.,  Union  Trust  Building,  Washin^n,  D.  C,  appearing 
for  the  New  York,  New  Haven  &  Hartford  Railroad  Co.,  the  Boston 
i  Maine  Railroad  Co.,  and  the  Maine  Central  Railroad  Co. 

Porter,  Louis  H.,  140  Nassau  street.  New  York  City,  appearing  for 
Alpha  Portland  Cement  Co. 

Reath,  Theodore  W.,  1201  Commercial  Trust  Co^  Philadelphia, 
Pt,  appearing  for  the  Norfolk  &  Western  Railway  Co. 

Baffin,  J.  R.,  Roanoke,  Va.,  appearing  for  the  Norfolk  &  Western 
Mway  Co. 

Stevens,  G.  W.,  president,  Richmond,  Va.,  appearing  for  the  Chesa- 
peake &  Ohio  Railway  Co. 

Thorn,  Alfred  P.,  Washington,  D.  C,  appearing  for  the  South- 
on  Bailway  Co. 

Trickett,  W.  P.,  Minneapolis,  Minn.,  appearing  for  the  Minneap- 
&  Civic  and  Commerce  Association. 

Watson,  Page  A.,  Morris  Building,  Philadelphia,  Pa.,  appearing 
fcrthe  Sun  Co.,  Philadelphia,  Pa. 

Wjllard,  Daniel  E.,  president,  Baltimore,  Md.,  appearing  for  the 
Baltimore  &  Ohio  Railroad  Co. 

Filliamson,  E.  E.,  Westory  Building,  Washington,  D.  C,  appear- 
nigfor  the  Minneapolis  Civic  and  Commerce  Association. 
^Williamsonj  Frank  E.,  Chamber  of  Commerce  Building,  Buffalo, 
^'  Y.,  appearmg  for  the  Buffalo  Chamber  of  Commerce. 

Proceedings. 

.  The  Chairman.  Gentlemen,  the  commission  assembles  this  mom- 
Dig  under  extremely  sad  and  very  trying  circumstances.  Yesterday 
»e  laid  to  his  last  rest  a  colleague  who  by  his  genial,  helpful,  and 
splendid  personality,  indefatigable  industry,  sterling  integrity,  un- 
swerring  loyalty,  and  broad  fair-mindedness  won  our  affections,  re- 
fwd,  and  esteem  to  a  superlative  degree.  Were  we  to  follow  our  per- 
sonal wishes  and  inclinations  we  should  suspend  business  affairs  for  a 
'ine,  but  the  demands  of  the  public  service  are  such  as  to  lead  us 
to  forego  those  inclinations  and  to  proceed  with  the  work,  knowing 
^t  no  formal  action  which  we  could  take  would  add  to  the  honor 
*nd  esteem  which  he  so  fully  and  ably  earned,  and  realizing  that 
Qei&er  formal  action  nor  words  could  adequately  express  the  pro- 
found sorrow  that  has  entered  deeply  into  each  of  our  hearts  and 
4at  can  never  be  overcome. 

The  messengers  of  the  commission  will  pass  among  those  present 
4e  blanks  upon  which  to  enter  the  appearances,  and  each  one  who 
^Jfisires  to  enter  an  appearance  in  this  proceeding,  involving  the  pro- 
P^  ^neral  increase  in  freight  rates  in  official  classification  terri- 
^^)  will  fill  out  such  blanks  and  hand  them  to  the  messenger  and 
4ey  will  be  entered  in  the  record. 
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The  proceeding  this  morning  will  be  largely  taken  up  by  opening 
statements  on  the  parts  of  the  respondents  in  the  investigation  ana 
suspension  docket  and  the  petitioners  for  the  proposed  increases  in 
rates. 

You  may  proceed,  Mr.  Patterson. 

Statement  of  George  Stuart  Patterson,  Esq.,  representing  all 
carriers  in  oflScial  classification  territory. 

Mr.  Patterson.  Mr.  Chairman  and  gentlemen  of  the  commission, 
the  carriers  are  about  to  present  to  you  the  evidence  which  they  have 
prepared  in  support  of  the  tariffs  now  under  suspension  and  which 
are  involved  in  the  pending  investigation  instituted  by  the  com- 
mission. 

The  importance  of  the  question  involved  and  the  wide  scope  which 
the  evidence  will  take  justifies  a  preliminary  outline  of  the  same  for 
the  information  of  the  commission,  for  the  information  of  the  ship- 
pers, and  for  the  information  of  all  who  are  interested  in  the  sud- 
ject.  If  this  were  simply  a  la^wsuit  between  private  persons,  the 
determination  of  which  would  affect  only  the  litigants  parties 
thereto,  it  would  be  sufficient  for  counsel  to  make  this  preliminary 
outline.  But  this  case  is  something  more.  It  presents  a  great  eco- 
nomic question,  and  it  is  therefore  fitting  that  this  preliminary  state- 
ment should  be  made  by  representatives  of  the  executives  of  the 
great  railway  systems  of  this  country. 

I  will  therefore  ask  that  you  permit  Mr.  Willard  and  Mr.  Del- 
ano, the  executives  of  the  Baltimore  &  Ohio  and  Wabash  systems, 
to  make  this  preliminary  outline  to  you  of  what  we  propose  to  prove. 
Both  of  these  gentlemen  will  appear  subsequentlv  as  witnesses,  will 
testify,  and  will  be  prepared  to  be  cross-examined. 

At  the  conclusion  of  the  preliminary  statements,  if  you  shall  decide 
to  grant  this  request,  I  will  ask  that  such  further  statements  may  be 
made  pn  behalf  of  counsel  for  the  carriers  as  may  seem  necessary  or 
proper  in  the  matter. 

Statement  of  Daniel  Wdllard,  Esq.,  on  behalf  of  the  railroads. 

Mr.  Willard.  Mr.  Chairman  and  gentlemen  of  the  commission, 
before  we  proceed  with  the  immediate  business  that  it  before  us,  I 
would  like,  on  behalf  of  mvself  and  my  associates,  to  extend  to  you 
the  sympathy  which  we  feel  because  of  the  great  loss  which  you  have 
recently  sustained  in  the  death  of  one  of  your  members,  Mr.  Marble. 

While  Mr.  Marble  has  been  a  member  of  the  commission  compara- 
tively but  a  short  time,  his  connection  with  it  in  various  capacities 
has  been  of  sufficient  duration  to  enable  many,  if  not  most  of  us,  to 
know  him  more  or  less  intimately.  And  no  one  who  knew  him  at  all 
could  fail  to  appreciate  his  keen  and  conscientious  sense  of  duty. 

Personally,  I  nave  no  doubt  that  his  sudden  and  unexpected  death 
was  due  very  largely,  if  not  entirely,  to  overwork  caused  by  his 
high  sense  of  the  responsibilities  which  rested  upon  him.  In  such 
cases,  of  course,  all  sympathize  deeply  with  those  whose  grief,  be- 
cause of  relationship,  is  more  personal  and  intimate.  We  feel,  how- 
ever, that  in  a  large  sense  we  also  share  with  you  in  this  case  the 
burden  occasioned  dv  his  loss. 
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We  appreciate  the  actioA  of  the  commission  in  deciding  to  proceed 
St  once  with  this  matter  which  brings  us  all  here,  when,  under  all 
the  circumstances,  a  postponement  might  well  have  been  expected. 

Mr.  Patterson  has  said  that  I  have  been  requested  by  my  associates 
to  outline  in  a  general  way  the  case  of  the  carriers  parties  to  this 
pri)(«eding,  and  explain  briefly  the  reasons  which  prompt  us  in 
jppcaring.  What  I  shall  say  in  that  connection  has  general  refer- 
eDce  to  the  whole  situation. 

Mr.  Delano,  who  will  follow  me,  will  supplement  what  I  may  say, 
^t  with  particular  reference  to  the  conditions  as  they  exist  m  so- 
dW  Central  Freight  Association  territory. 

The  railroads  parties  to  this  proceeding  include  practically  all 
ibe  lines  operating  in  so-called  official  classification  territory,  which 
s  substantially  all  that  part  of  the  United  States  east  of  the  Missis- 
ippi  and  north  of  the  Ohio  and  Potomac  Rivers.  The  same  com- 
pini^  were  also  parties  in  a  similar  proceeding  before  this  com- 
mission in  1910. 

In  its  report  of  that  investigation,  known  as  I.  C.  C.  3400,  the 
wQimission  made  a  comprehensive  review  of  the  whole  subject  and 
fwnd  that  the  carriers  had  failed  to  establish  the  need  of  additional 
^ymne  from  increased  rates  at  that  time.  It  recognized,  however, 
tU  it  might  come  about  in  the  future,  as  the  carriers  feared,  that 
tw  net  eaiTiings  from  the  then  existing  basis  of  rates  would  be  in- 
J^uate,  but  held  that  this  could  only  be  determined  by  an  actual 
•^  It  said  ^'  If  actual  results  should  demonstrate  that  our  fore- 
^  of  the  future  is  wrong,  there  might  be  ground  for  asking  a 
fiither  consideration  of  the  subject.'' 

&ce  1910  sufficient  time  has  elapsed  to  afford  the  actual  test, 
ffii;  with  the  records  of  operation  tor  the  three  intervening  years 
i^iilable,  the  same  carriers  appear  again,  believing  that  the  results 
•j'the  actual  test  will  now  demonstrate  the  necessity  for  additional 
^mues  or  net  earnings. 

In  I.  C.  C.  3400,  page  19,  the  following  language  is  used : 

'^r  railroads  must  be  maintained  in  a  high  state  of  efficiency.  This  the 
^^  interest  demands.  Commerce  and  industry  can  not  afford  to  wait  on 
jQsportatlon  faclHties.^  Our  rates  should  be  such  as  to  render  possible  a  high- 
•««,  not  an  extravagant,  service. 

^t  is  generally  conceded  that  within  the  next  few  years,  if  our  means  for 
^Importation  by  rail  are  to  keep  pace  with  the  calls  upon  them,  very  large  sums 
•^  be  expended  in  the  way  of  new  construction  and  new  equipment.  While 
»*aie  small  portion  of  this  may  come  from  current  earnings,  the  great  bulk 
^'stbenew  capital.     This  capital  must  be  obtained  from  the  investing  public. 

If.  therefore,  we  are  to  rely  in  the  future,  as  we  have  in  the  past,  upon  pri- 
^*t*  enterprise  and  private  capital  for  our  railway  transportation,  the  return 
^Bt  be  such  as  will  induce  the  investment.  It  is  therefore  not  only  a  matter 
*^  jastlce,  but  in  the  truest  public  interest,  that  an  adequate  return  should  be 
^ed  apon  railway  capital 

.  "hile  the  carriers  fully  recognize  and  acknowledge  their  obliga- 
^  to  the  public,  and  are  alive  to  the  responsibilities  so  impo^, 
%  are  helpless  to  fulfill  these  obligations,  unless  the  financial  result 
^  their  operation  is  such  as  to  inspire  the  confidence  of  private 
^pital  and  encourage  the  support  of  private  enterprise,  and  the 
f^t  of  operation  during  the  last  three  years  is  not  such  as  to 
^^^^^  the  one  or  encourage  the  other. 
This  as  we  view  it  is  the  situation  to-day,  and  if  we  are  right,  it  is 
'^^P^fully  submitted  that  therQ  is  at  this  time  no  more  important     , 
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Question  before  the  people,  nor  one  the  cocrect  solution  of  which  will 
o  more  to  stimulate  healthy  conmiercial  activity  and  promote  in- 
dustrial growth.  It  is  a  mistake  to  think  that  the  problem  is  merely 
a  question  of  dividends  to  railroad  stockholders,  although  that  fea- 
ture is,  of  course,  involved.  The  problem  in  a  broad  and  true  sense 
affects  all  interests,  and  the  outcome  of  this  particular  case — ^which- 
ever way  it  is  decided — will  mark  an  epoch,  because  it  will,  in  effect, 
verv  largely  determine  whether  we  shall,  as  in  the  past,  continue  to 
looK  to  private  capital  and  private  enterprise  for  our  transportation 
requirements  or  be  compelled  finally  to  accept  the  only  alternative 
possible.  It  is  recognized,  of  course,  that  railroad  expansion  and 
improvements  must  go  on,  and  any  tendency  or  condition  that 
threatens  to  seriously  check,  if  not  completely  stop  such  expansion 
in  a  large  and  important  part  of  the  United  States  becomes,  oecause 
of  that  fact,  a  matter  of  vital  importance. 

This  commission  in  its  report,  I.  C.  C.  3400,  said  that  the  railroads 
had  failed  to  establish  a  necessity  for  higher  rates  at  that  time.  It 
also  said,  in  effect,  that  it  believed  that  from  the  increase  in  gross 
earnings  which  would  undoubtedly  come  to  the  railroads,  together 
with  such  economies  as  the  companies  might  effect,  the  net  earnings 
of  the  future  would  be  adequate ;  but  it  also  said  that  should  it  come 
about  that  its  views  were  not  sustained  by  future  developments,  and 
should  it  appear  at  any  time  that  there  was  a  real  necessity  on  the 
part  of  the  carriers  for  increased  revenue,  in  order  that  they  might 
be  in  position  to  provide  such  facilities  as  the  public  required,  that 
it  would,  upon  request,  give  the  matter  further  consideration. 

During  the  first  two  years  immediately  following  the  decision,  the 
commerce  of  the  country  showed  little,  it  any,  change  in  volume,  but 
during  the  last  fiscal  year  there  was  a  marked  activity  in  business  of 
all  kinds,  and  the  gross  earnings  of  the  railroads  generally  for  the 
year  ended  June  30,  1913,  were  the  largest  in  their  history.  Not- 
withstanding the  increased  gross,  however,  the  railroads  in  official 
classification  territory  continue  to  show  decreases  in  net  earnings,  and 
as  the  commission  well  said  in  the  opinion  above  referred  to,  "  It  is 
the  net,  not  the  gross,  we  must  consider."  This  decrease  in  net  earn- 
ings has  been  due  largely  to  greatly  increased  .expenses,  as  pointed 
out  in  the  petition  which  the  carriers  filed  for  rehearing  on  May  14, 
1913,  from  which  I  will  quote : 

The  cost  of  conducting  the  business  of  the  carriers  has  been  and  \s  being 
steadily  increased  by  increases  in  capital  charges;  Increases  in  wages,  in  taxes; 
by  burdens  imposed  by  legislative  enactments,  such  as  extra-crew  laws,  em- 
ployers' liability  and  compensation  acts;  by  the  elimination  of  grade  crossings, 
either  in  part  or  in  whole  at  the  expense  of  the  carriers;  and  in  various  other 
respects,  and  it  is  felt  that  existing  rates  are  insuflScient  to  afford  Just  and 
reasonable  compensation  and  return  to  the  carriers  and  are  unreasonably  low 
in  view  of  the  value  of  the  service  afforded  thereunder. 

In  the  application  for  rehearing  just  referred  to,  the  carriers 
asked  permission  to  advance  freight  rates  in  official  classification  ter- 
ritory on  the  basis  of  5  per  cent,  with  reasonable  minima  and  with 
the  modifications  necessary  to  preserve  differential  relations.  The 
commission  thereupon  ordered  that  this  proceeding  of  inquiry  be 
instituted  into  the  following  matters: 

First.  Do  the  present  rates  of  transportation  yield   adequate   revenues  to 
common  carriers  by  railroads  operating  in  official  classification  territory? 
Second.  If  not,  what  general  course  majs.  carriers  pursue  to  meet  the  situation? 
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The  railroads,  parties  to  this  proceeding,  have  prepared  new  tariffs 
tdTancing  freight  rates  as  suggested  in  their  petition,  and  have 
placed  the  tariffs  on  file  with  this  commission  and  at  stations  so 
that  all  concerned  might  be  fully  advised  regarding  the  effect  of 
the  proposed  increase. 

In  order  to  develop  the  whole  situation  and  to  show  the  actual 
operating  results  obtained  during  the  last  three  years,  tables  have 
been  prepared  containing  such  information  as  is  necessary  to  show 
the  changes  that  have  gradually  come  about  in  property  investment, 
earnings,  cost  of  operation,  income,  etc.,  not  only  during  the  three- 
T€ar  period  but  also  for  the  last  10  years.  This  has  been  done  be- 
cause the  influences  which  have  brought  about  the  existing  condi- 
tkffls  have  been  operating  over  a  considerable  period  of  time.  The 
present  situation  and  the  gradual  but  consistent  tendency  in  that 
'iirection  are  both  clearly  indicated  in  these  tables.  Separate  tables 
ktTe  been  prepared  for  each  of  the  several  companies  for  the  peri- 
ods above  mentioned,  and  a  combined  statement  giving  the  consoli- 
hted  figures  for  all  of  the  companies  has  also  been  prepared,  and 
dl  of  the  tables  have  been  or  will  be  filed  with  the  commission. 

A  brief  reference  to  some  of  the  more  striking  features  in  the 
statements  may  be  pertinent  at  this  time.  The  consolidated  state- 
ment shows,  for  instance,  that  during  the  fiscal  years  ended  June  30, 
1911,  1912,  and  1913,  the  railroads  interested  in  this  movement  in- 
creased their  property  investment  $659,862,000.  The  gross  earnings 
of  these  roads  during  the  last  fiscal  year  were  $1,424,119,000,  or 
ilS6.775,000  greater  man  they  were  in  the  fiscal  year  ended  June 
10.  1910. 

The  operating  expenses  and  taxes  during  the  last  fiscal  year  for 
the  same  roads  at  $1,087,365,000  were  $203,087,000  greater  than  they 
were  in  1910;  so  that  even  though  these  railroads  earned  in  gross 
during  the  last  fiscal  year  $186,775,000  more  than  was  earned  three 
jears  previous,  the  net  result  after  paying  operating  and  taxes  was 
i€tually  $16,311,000  less  than  it  was  in  1910,  notwithstanding  the 
fact  that  over  $659,000,000  of  additional  money  had  been  spent  in 
the  meantime  for  additions,  betterments,  and  equipment.  These 
eompanies  apparently  not  only  failed  to.  earn  any  return  whatever 
apon  the  new  capital  invested,  but  saved  even  less  from  gross  earn- 
ings as  return  upon  the  original  property  investment  than  they 
were  able  to  show  before  this  large  additional  expenditure  was  made. 

Another  table  has  been  prepared  showing  the  combined  results  for 
the  same  period  of  the  Pennsylvania,  New  York  Central,  and  Balti- 
laore  &  Ohio  systems,  these  particular  companies  having  been  re- 
ferred to  by  the  commission  m  report  I.  C.  C.  3400  as  typical  sys- 
tems. This  table  shows  that  on  these  three  systems  during  the  three- 
year  p)eriod  mentioned,  the  property  investment  was  increased 
$423,431,000.  The  combined  gi'oss  earnings  during  the  same  period 
increased  $109,380,000,  while  net  operating  income  of  all  three  sys- 
tems, after  paying  operating  expenses  and  taxes,  was  $8,380,000  less 
in  1913  than  in  1910,  notwithstanding  the  fact  that  over  $423,000,000 
had  been  spent  in  the  meantime  for  betterments,  additional  equip- 
mmt,  etc  1  might  also  add  that  in  the  single  case  of  the  Baltimore 
&  Ohio  system,  the  tables  show  that  the  property  investment  of  that 
company  was  increased  over  $56,000,000  during  the  same  three-year 
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period ;  the  gross  earaing  in  the  meantime  increased  over  $13,000,000, 
but  the  net  operating  mcome  in  1913,  after  paving  expenses  and 
taxes,  was  $660,000  less  than  in  1910. 

The  separate  reports  of  the  roads  or  systems  which  will  be  sub- 
mitted show  that  the  same  tendencies  have  operated  in  greater  or  less 
degrees  in  the  case  of  each  individual  company.  In  brief,  it  appears 
to  have  come  about  that  the  new  capital  invested  in  railroads  in 
official  classification  territory,  during  the  last  three  years,  has  earned 
little  or  no  return;  in  fact,  these  properties  generally  are  actually 
earning  less  net,  after  paying  operating  expenses  and  taxes,  than 
they  were  earning  at  the  beginning  of  the  period  and  before  the 
$659,862,000  had  been  spent.  It  would  seem  that  the  mere  statement 
of  the  case  should  be  sufficient  to  indicate  the  serious  situation  which 
confronts  not  only  the  railroads  in  this  territory  but  also  those  in- 
dustries and  commercial  undertakings  which  depend  upon  the  rail- 
roads for  transportation. 

The  result,  as  might  be  expected,  of  this  constant  tendency  toward 
diminishing  net  returns,  has  been  to  seriously  check,  if  not  altogether 
stop,  the  normal  development  of  railroad  facilities  in  the  territory 
affected.  The  tables  show  that  during  the  10-year  period  these  rail- 
roads found  it  necessary  to  increase  their  propertv  investment  ap- 
proximately $2,000,000,000,  an  average  of  about  *  $200,000,000  per 
annum,  and  it  is  certain  that  an  equal  if  not  greater  amount  per 
annum  will  be  necessary  to  meet  the  requirements  of  the  future. 

Eailroad  managers  would  hardly  be  expected,  under  the  circum- 
stances just  stated,  to  continue  large  capital  expenditures  for  better- 
ments and  additions,  if  possible  to  avoid  doing  so,  at  least  unless 
thev  had  reason  to  believe  that  something  had  happened  or  was  about 
to  happen,  which  would  materially  change  the  situation.  It  is  be- 
lieved that  the  preceding  statements  if  confirmed  are  sufficient  in 
themselves  to  justify  the  request  which  the  carriers  now  make  for 
advanced  rates,  unless  it  can  be  shown  that  the  causes  which  have 
operated  to  bring  about  such  results  are  of  a  temporary  character  or 
have  now^  ceased  to  exist.  As  already  stated,  while  the  matter  has 
only  recently  reached  an  acute  stage,  the  influences  which  have  as  a 
whole  served  to  bring  about  the  present  conditions  have  been  operat- 
ing for  a  number  of  years.  Evidence  will  be  submitted  to  show  some 
of  the  contributing  causes  and  their  effects.  It  was  shown  in  case 
I.  C.  C.  3400  that  the  advanced-wage  movement  culminating  in  1910 
would  increase  the  wage  payments  of  the  railroads  in  this  territory 
approximately  $34,000,000  per  annum.  The  commission,  in  its  report, 
expressed  the  opinion  that  in  view  of  the  large  recent  increases,  it 
seemed  fair  to  assume  that  wages  would  not  much  increase  in  the 
immediate  future.  Evidence  to  be  submitted,  however,  will  show 
that  subsequent  to  the  general  increase  in  1910,  a  similar  movement 
was  inaugurated  in  1912  and  increases  already  gained  by  this  last 
movement — ^largely  as.  a  result  of  mediation  and  arbitration  pro- 
ceedings— ^have  greatly  augmented  the  wage  payments  of  these  same 
carriers. 

The  award  just  recently  announced  by  the  arbitrators  in  the  mat- 
ter of  the  application  for  increase  in  wages  by  the  conductors  and 
trainmen  in  eastern  territory,  it  is  estimated,  will  give  approxi- 
mately $6,000,000  increased  wages  annually  to  the  conductors  and 
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trainmen  employed  by  the  railroads  affected,  all  of  which  are  in 
official  classification  territory.  The  effect  of  this  increase  is  not 
shown  in  any  of  the  other  figures  which  I  am  using  at  the  present 
time. 

A  full  statement  showing  the  general  wage  increases  made  during 
the  three-year  period  and  the  procedure  under  which  they  were 
obtained  will  be  presented. 

The  total  wage  payment  of  the  Baltimore  &  Ohio  system  has  been 
ino^ased  by  an  amount  in  excess  of  $4,000,000  per  annum,  compar- 
ing the  fiscal  year  1913  with  the  fiscal  year  1910,  due  to  increased 
rates  of  pay  and  changes  in  working  conditions.  Approximately 
one-half  of  this  amount,  or  $2,000,000,  is  due  to  advances  gained  by 
the  movement  begun  in  1912,  and  subsequent  to  the  increases  con- 
sidered by  the  conmiission  in  the  1910  investigation.  This  indi- 
eatcs  in  a  general  way  what  has  also  taken  place  with  each  of  the 
other  companies.  It  shoidd  be  borne  in  mind  that  the  wages  paid  on 
cfae  several  roads  interested  in  this  proceeding  are  very  nearly  on  the 
sune  basis  and  with  substantially  the  same  working  conditions. 

Since  1910  there  has  been  an  increase  in  the  cost  of  materials  due 
ia'part  to  increased  use  and  higher  standards,  and  in  pail;  to  increased 
prices  of  certain  materials  entering  largely  into  the  cost  of  opera- 
tioo,  such  as  fuel  and  track  ties.  The  advance  in  price  of  these 
two  items  alone  in  the  case  of  the  Baltimore  &  Ohio  system  served 
to  increase  the  expenses  of  that  company  in  1913  more  than  half  a 
million  dollars  above  what  they  would  have  been  had  prices  remained 
13  in  1910. 

The  amount  paid  for  taxes  by  the  companies,  parties  to  this  pro- 
ceeding, has  shown  constant  increases  during  the  whole  ten-year 
period,  and  particularly  during  the  last  three  years.  The  increase 
payment  in  1913  over  1903  was  $28,720,000  and  the  increase  incident 
to  the  last  three  years  was  $11,579,000.  In  the  case  of  the  three 
5jstems  selected  by  the  commission  as  typical,  the  amoimt  of  money 
iccnally  paid  as  taxes  during  the  year  1913  was  $31,216,000,  being 
fiJioAjOOO  more  than  was  paid  in  1910. 

liegislation,  both  State  and  Federal,  enacted  during  the  last  10 
years  has  brought  steadily  increasing  burdens  upon  the  carriers.  It 
is  not  proposed  to  question  the  merits  of  any  of  the  legislation  re- 
ferred to  in  this  connection.  For  the  present  purpose,  it  is  sufficient 
to  say  that  the  effect  upon  cost  of  operation  has  been  and  will  be 
the  same,  regardless  of  the  merit  of  the  measure.  Among  the  meas- 
ures which  have  affected  cost  of  operation,  I  may  mention  employ- 
ers' liability  and  compensation  acts,  full-crew  bills,  so-called  semi- 
monthly pay  laws,  safety  appliance  and  standardization  of  equip- 
ment acts,  and  acts  requiring  the  elimination  of  grade  crossings,  etc. 
The  effect  of  the  so-called  :&ll-crew  laws  alone  has  been  to  increase 
the  expenses  of  these  carriers  more  than  $4,000,000  per  annum.  ^ 

The  public  demands  to-day  a  higher  standard  of  service  than  ever 
before,  and  while  it  may  be  that  the  wishes  of  the  public  in  this  par- 
ticular have  not  been  fuUy  realized,  none  the  less  much  has  been 
done  in  that  direction,  all  of  which  is  reflected  in  the  cost  of 
(q)eration. 

One  crther  very  important  influence  upon  the  expense  of  railroad 
operations,  when  considered  in  a  broad  sense,  is  the  higher  rate  of 
interest  which  the  companies  have  been  obliged  to  pay  in  recent  years 
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for  new  money  raised  for  improvement  purposes.  It  is  believed  that 
in  the  case  of  the  carriers  particularly  the  cost  of  new  capital  has 
been  made  higher  than  it  otherwise  would  have  been  by  the  con- 
stantly narrowing  margin  between  income  and  outgo,  as  it  is  upon 
this  margin  chiefly  that  the  railroads  in  this  territory  must  rely  as 
the  basis  for  raising  additional  capital. 

In  short,  the  railroads  have  felt  the  burden  of  the  increased  cost 
of  living,  like  all  other  enterprises  or  individuals,  but  unlike  all 
others  have  not  been  permitted  so  far  to  raise  their  prices  or  adjust 
their  charges  in  recognition  of  that  burden.  Further,  the  rates  which 
were  in  effect  in  1910  have  not  in  the  aggregate  been  maintained — 
that  is  to  say,  while  certain  increases  have  been  made  during  the 
period  in  mind,  decreases  have  also  come  about,  so  that  the  general 
basis  of  rates  has  been  lowered,  to  some  extent  by  orders  of  the  regu- 
lating commissions,  and  perhaps  to  an  equal  if  not  greater  extent  by 
commercial  conditions  or  influences  beyond  the  power  of  the  carriers 
to  resist.  The  net  result  of  this  movement  is  indicated  in  the  state- 
ment that  if  the  same  rates  and  classifications  which  were  in  effect 
in  1910  had  remained  in  effect  in  1913,  the  freight  earnings  of  the 
Baltimore  &  Ohio  system,  in  the  year  last  mentioned,  would  have 
been  over  $900,000  greater  than  they  actually  were,  and  the  net  in- 
come would  have  shown  the  same  increase.  It  should  be  understood 
that  this  tendency  will  continue  to  lower  the  general  level  of  the  rate 
structure  for  some  time  to  come,  and  it  should  be  taken  into  account 
when  deciding  upon  any  fair  basis  of  rates  for  the  future. 

In  addition  to  the  actual  reduction  in  rates  above  referred  to,  the 
continuous  decline  in  the  value,  that  is  to  say,  the  purchasing  power 
of  money  for  a  number  of  years  past,  has  had  the  effect  of  dimmish- 
ing  still  further  the  burden  of  the  rate  to  the  shipper,  while  at  the 
same  time  increasing  the  burden  of  the  carriers.  This  influence, 
reflected  in  the  higher  cost  of  operations,  has  been  world-wide,  and 
has  been  recognized  by  rate  advances  recently  made  by  railroads  in 
England,  Italy,  Switzerland,  Belgium,  Denmark,  Russia,  Austria, 
Hungary,  and  other  countries. 

Having  set  forth  the  resiilts  of  the  operation  of  these  carriers  to 
show  that  the  revenue  received  upon  the  existing  basis  of  rates  is 
inadequate,  and  having  pointed  out  some  of  the  causes  which  have 
served  to  bring  about  this  condition,  we  come  now  to  a  considera- 
tion of  what  general  course  the  carriers  may  pursue  to  meet  the 
situation. 

If  the  situation  is  as  I  have  shown,  it  is  clear  that  the  remedy 
must  come  from  such  changes  or  such  line  of  action  as  will  serve 
to  increase  net  earnings,  and  this  result  might  be  brought  about 
by  one  of  three  methods  or  by  a  combination  of  some  or  all  of  them. 
A  large  reduction  in  cost  of  operation — other  conditions  remaining 
as  at  present — would  produce  larger  net  earnings.  A  large  increase 
in  gross  earnings,  if  the  additional  business  could  be  handled  with 
the  present  facilities  and  at  present  operating  ratios,  would  also 
result  in  a  larger  net;  and  it  is  obvious  that  an  increase  in  freight 
charges,  other  conditions  remaining  as  at  present,  would  bring  about 
the  same  result. 

I  do  not  believe  it  will  be  possible  to  obtain  the  necessary  relief 
either  by  reducing  wages  already  in  effect  or  by  making  any  verv 
considerable  reduction  in  the  number  or  men  employed,  nor  do  I 
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belieTe  it  will  be  possible  to  effect  economies  in  operation  of  suffi- 
cient magnitude  to  have  any  saving  effect  upon  the  situation.  Un- 
dwibtedly  further  economies  will  be  brought  about,  but  it  is  alto- 
gether likely  that  in  the  future,  as  in  the  past,  they  will  be  more 
than  offset  by  increased  taxes,  by  the  effect  of  further  legislation 
which  is  almost  certain  to  come  about,  and  by  other  unavoidable 
increases  in  expenses. 

It  api>ears  from  the  tables  submitted  that  coincident  with  in- 
o^ased  property  investment  during  the  past  three  years  practically 
ill  of  the  railroads  in  this  proceeding  nave  largely  increased  the 
iTerage  tractive  power  of  their  locomotives  and  the  carrying  capac- 
ity ox  their  cars,  and  have  also  made  substantial  increase  in  their 
train  load,  all  of  which  has  tended  to  more  economical  operation. 
Speaking  more  specifically,  the  Baltimore  &  Ohio  Co.,  having  made 
exceptionally  large  capital  expenditures  during  the  period  last  men- 
tion^, was  enabled  to  effect  such  increase  in  its  freight-train  load 
IS  to  residt  in  a  saving  in  the  fiscal  year  1913  when  compared  with 
1910  of  over  9,000,000  freight-train  miles,  which,  at  an  estimated 
20^  of  50  cents  per  train  mile,  accomplished  a  savingin  transporta- 
tion costs  of  approximately  $4,500,000  per  annum.  This  large  sav- 
iag,  however,  was  more  than  offset  hy  increases  in  other  expenses  due 
to  causes  which  I  have  already  mentioned.  I  feel  confident  that  the 
rdief  which  is  necessary  if  these  carriers  are  to  meet  the  standard 
saggested  by  the  commission  in  its  report  I.  C.  C.  3400  is  not  to  be 
foond  in  more  efficient  operation. 

We  next  come  to  the  question  of  large  increase  in  gross  earnings. 
Under  certain  conditions  it  might  properly  be  expected  that  larger 
gross  earnings  would  give  increased  net,  but  it  so  happens  that  the 
nilroads  involved  in  this  proceedings  are  located  in  tnat  part  of  the 
United  States  where  commercial  and  industrial  development  has 
been  most  intense,  and  it  will  be  shown  that  in  order  to  increase  the 
gross  earnings  of  these  particular  companies  to  any  great  extent  at 
the  existing  rates  it  would  be  necessary  for  them  to  handle  a  volume 
of  business  much  beyond  their  present  carrying  capacity.  It  would, 
therefore,  be  necessary  to  obtam  and  spend  a  large  amount  of  new 
capital  for  increased  facilities  before  gross  earnings  could  be  greatly 
logmented,  and,  as  has  already  been  shown,  new  capital  invested  in 
aidi  facilities  during  the  last  three  years  has  generally  failed  to 
earn  any  return  whatever  upon  the  investment.  For  this  reason  I 
do  not  think  we  can  safely  look  for  relief  in  the  one  direction  of  in- 
leased  gross  earnings,  and  this  brines  us  to  the  third  remaining 
ms^od  suggested — that  is,  increased  charges,  or  increased  rates  and 
fares. 

Inasmuch  as  the  passenger  fares  charged  by  these  several  com- 
panies are  generally  the  result  of  legislative  enactments,  and  the 
Budl  pay  and  express  rates  are  also  beyond  the  control  of  the  rail- 
n^ds,  it  will  be  seen  at  once  that  no  immediate  relief  and  perhaps 
ao  very  considerable  relief  at  any  time  can  be  obtained  in  these  direc- 
tions, and  we  are  conseauently  forced  to  consider  an  advance  of  freight 
rates  as  the  one  available  source  of  increased  earnings.  When  this 
same  question  was  before  the  commission  in  case  I.  C.  C.  3400  it  was 
abtni^^  urged  bv  shippers  who  opposed  the  increase  at  that  time, 
that  if  it  should  be  shown  that  the  carriers  did  need  increased  reve- 


Digitized  by  VjOOQ IC 


16  FIVE   PER   CENT   CASE. 

nue,  and  if  it  should  also  appear  that  such  increased  revenue  oughi 
to  be  obtained  by  increased  freight  rates,  such  advance  should  noi 
be  obtained  as  was  then  proposed,  by  a  very  considerable  advance  o1 
some  of  the  rates  and  no  advance  of  others.  It  was  pointed  out  thai 
the  rate  structure,  such  as  it  was  at  that  time,  was  the  result  of  t 
long  period  of  competition,  plus  the  influence  of  many  years  oi 
State  and  Federal  regulation,  and  that  commercial  and  industria 
conditions  generally  had  grown  up  in  harmony  with  the  existing 
structure,  and  it  was  urged  that  the  relation  of  rates  between  dif 
ferent  places  and  between  themselves  ou^ht  not  to  be  violently  oi 
unnecessarily  disturbed.  The  force  of  this  argument  has  been  rec 
ognized  by  the  carriers,  and  in  the  present  instance,  while  it  is  pro 
posed  to  secure  the  necessary  increased  revenue  by  an  advance  oj 
freight  rates,  it  is  also  proposed  that  it  should  be  obtained  by  ar 
increase  generally  of  5  per  cent,  using  minima  of  5  cents  per  toi 
and  of  one-quarter  of  a  cent  per  hundredweight,  preserving  so  far  ai 
possible  existing  competitive  adjustments  as  between  localities.  Thij 
method  takes  full  cognizance  of  the  claim  previously  made  by  th< 
shippers  that  the  existing  rate  structure  should  not  be  unnecessarily 
disturbed  so  far  as  relation  between  rates  is  concerned. 

The  amount  of  advance  or  the  percentage  of  increase  now  pro 
posed  is,  in  the  opinion  of  those  who  are  parties  to  this  movement 
too  small  to  properly  meet  the  exigencies  of  the  case.  It  was  fell 
when  the  matter  was  first  discussed,  and  that  feeling  has  beei 
strengthened  with  the  passage  of  time,  that  a  10  per  cent  increase 
of  freight  rates  was  necessary  and  should  be  requested  at  the  pres 
ent  time,  and  while  all  felt  that  10  per  cent  was  not  higher  than  th( 
conditions  justify,  the  lesser  advance  of  5  per  cent  was  finally  deter 
mined  upon,  because  it  was  recognized  that  the  whole  rate  situatior 
was  a  matter  of  delicate  relationship  and  the  individual  carriers 
were  naturally  solicitous  that  nothing  should  be  done  to  disturl 
the  free  and  well-established  movements  of  traffic.  An  increase  oi 
5  per  cent,  it  was  thought,  would  not  be  large  enough  to  affecl 
seriously,  if  at  all,  commercial  adjustments,  and  the  increased  nel 
which  would  be  gained  by  such  an  advance,  while  not  of  itself  equal 
to  the  necessities  of  the  case,  would  in  any  event  be  of  assistance 
and,  most  important  of  all,  the  general  increase  of  rates  would  serv< 
to  direct  attention  to  the  relationship  which  does  and  must  exisi 
between  railroad  charges  and  the  total  cost  of  operation. 

It  was  urged  in  the  previous  hearing  that  the  carriers  at  that  tim< 
were  unable  to  show  by  actual  test  that  the  rates  in  effect  were  insuf 
ficient  and  that  they  failed  to  show  the  necessity  for  increased  revenue 
We  believe  that  in  the  present  case  the  evidence  showing  the  need 
of  additional  revenue  is  ample.  It  was  suggested  also  that  even  ii 
additional  revenue  were  necessary  at  that  time,  the  plan  proposec 
was  not  the  right  one  by  which  to  obtain  it.  The  carriers  accept 
that  point  of  view,  and  now  propose  that  the  increased  revenue  w 
obtained  by  an  advance  of  a  small  percentage  of  all  rates  in  th< 
territory  affected.  It  is  believed  that  the  plan  now  submitted  is  th< 
fairest  and  best  one  possible  under  all  the  circumstances. 

In  conclusion:  I  have  shown  that  tendencies  which  have  beei 
operating  over  a  period  of  at  least  10  years  have  resulted  in  siicl 
diminishing  net  returns  that  it  has  gradually  come  about  that  mone\ 
invested  in  these  railroads,  because  of  the  low  average  rates  pre- 
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v&iling  in  so-called  official  classification  territory  and  for  other 
reasons,  does  not  earn  the  same  return  as  money  mvested  in  other 
enterprises  of  similar  kind  or  character.  As  a  matter  of  fact,  money 
» invested  during  the  last  three  years,  taken  as  a  whole,  has  earned 
no  return  whatever.  In  view  of  all  this,  those  responsible  for  the 
management  of  these  properties  would  not  be  justified  in  continu- 
ing large  expenditures  of  new  capital  for  additional  facilities  and 
wuipment,  even  if  such  capital  were  available  at  reasonable  rates 
of  interest. 

I  have  also  shown  that  the  railroads  in  official  classification  ter- 
ritory have  increased  their  property  investment  for  new  tracks, 
stidons,  locomotives,  freight  and  passenger  cars,  and  for  other  simi- 
lir  purposes  at  the  rate  of  approximately  $200,000,000  per  annimi 
mng  the  whole  of  the  last  10-year  period,  and  it  is  certain  that 
tke  continued  annual  expenditure  of  a  sum  even  greater  than  that 
^1  be  necessary  for  similar  purposes  if  the  carrying  capacity  of 
the  railroads  in  this  territory  is  to  Keep  pace  with  tiie  normal  growth 
of  commerce. 

The  immediate  and  all-important  question  is:  How  shall  these 
nilroads  obtain  the  new  capital  necessary  if  they  are  to  provide  the 
iKeded  facilities  and  furnish  the  high-class  service  which  the  public 
iaterest  demands  and  to  which  the  public  is  properly  entitled?  The 
tnswer,  we  think,  is  to  be  foimd  in  the  following  words,  which  ap- 
pear in  the  report  of  this  commission  from  which  I  have  already 


We  sboald  allow  such  rates  which  will  yield  to  this  capital  as  large  a  return 
M  It  could  have  obtained  from  other  Investment  of  the  same  grade.  If  rates 
^snnerly  in  effect  have  become  insufficient,  then  higher  rates  should  be  per- 
sittedL    Commerce  and  industry  can  not  afTord   to  wait  on   transportation 

Mlties. 

Statwnent  of  F.  A.  Delano,  Esq.,  president  Wabash  Bailroad  Co., 
Ja  behalf  of  carriers  in  Central  Freight  Association  territory. 

Mr,  Delano.  Mr.  Chairman  and  gentlemen  of  the  commission: 
Obviously  I  do  not  want  to  repeat  what  my  friend,  Mr.  Willard,  has 
*d  and  has  so  well  said,  in  which  I  concur,  and  I  have,  therefore, 
^  order  to  conserve  your  time,  reduced  my  remarks  to  a  minimum. 
I  simply  desire  to  point  out  to  you,  on  behalf  of  the  lines  in  Central 
f^r^t  Association  territory  some  supplemental  facts  and  circum- 
^ces  for  your  consideration. 

In  the  1910  case  the  commission  reiterated  a  principle  it  had  fre- 
?*^tly  applied  in  previous  cases  involving  the  reasonableness  of 
*fflpetitive  rates,  which  is  tersely  stated  in  the  following  sentence 
^  from  the  Spokane  case : 

We  must,  therefore,  in  fixing  rates,  have  regard  not  altogether  to  any  one 
PtrticQlar  railroad,  bat  to  the  whole  situation  and  must  consider  the  effect  of 
•^terer  order  we  malce  upon  all  these  defendants. 

Ifl  applying  this  principle  in  the  1910  case  the  commission  held 
^t  the  rennsvlvania.  New  York  Central,  and  Baltimore  &  Ohio 
Tstems  were,  for  the  purpose  of  measuring  the  reasonableness  of 
^es,  fairly  typical  of  the  railroads  in  official  classification  territory. 

Mr.  Willard  has  indicated  in  his  statement  that  the  lines  generally 
4010^-8.  Doc.  466, 63-2— vol  1 2* 
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will  offer  evidence  which  will  show  that  they  axe  now  entitled,  on  the 
authority  of  that  ruling  to  increase  their  rates. 

That  ruling  was  no  doubt  justified  by  the  evidence  submitted^  in 
that  case,  but  we,  who  represent  the  Central  Freight  Association 
lines,  do  not  believe  the  evidence  in  that  case  fully  developed  the 
whole  railroad  situation  in  the  territory. 

We  concur  in  all  that  Mr.  Willard  has  said  and  believe  the  evidence 
will  show  that  the  systems  I  have  mentioned,  considered  alone,  are  en- 
titled to  an  increase  in  rates,  but  we  are  not  satisfied  with  the  ruling 
of  the  commission  that  those  systems  are  typical  of  the  lines  in  the 
territory,  and  believe  that  if  the  ruling  should  be  affirmed  as  a  fixed 
precedent  for  future  guidance,  its  application  will  cause  irreparable 
injury,  not  only  to  the  Central  Freight  Association  lines  but  also  to 
the  people  they  serve,  and  we  have  accordingly  determined  to  bring 
to  the  attention  of  the  commission  in  the  present  case  evidence  which 
we  believe  will  justify  a  reconsideration  of  the  subject;  and  I  have 
been  delegated  to  outline  briefly  that  evidence. 

We  wiU  participate  with  the  trunk  lines  in  offering  testimony  on 
the  general  features  of  the  case  and  will  confine  our  separate  pre- 
sentation to  the  submission  of  additional  evidence  which  we  believe 
will  show  the  ruling  of  the  commission,  that  the  systems  I  have  men- 
tioned are  fairly  tj^pical  of  the  whole  situation  in  the  territorjr,  ought 
not  to  become  a  nxed  precedent,  and  that  the  "  whole  situation  "  in 
Central  Freight  Association  territory  is  the  fair  measure  of  the  rea- 
sonableness of  the  rates  in  that  territory  and  calls  for  a  very  substan- 
tial increase  in  rates. 

OFFICIAL    CLASSIFICATION    TERRITORr. 

Official  classification  territory  embraces  three  distinct  and  inde- 
pendent railroad  territories  and  rate  zones,  which  we  will  endeavor 
to  show  were  created  in  a  natural  way  in  the  evolution  and  develop- 
ment of  the  railroad  business  by  economic  conditions  peculiar  to  each 
but  not  common  to  two  of  them. 

NEW  ENGLAND  TERRITORY. 

First,  we  have  the  New  England  territory,  which  embraces  the  New 
England  States  and  contains  an  area  of  approximately  64,000  square 
miles,  inhabited  by  approximately  11,000,000  people,  or  174  inhabi- 
tants to  the  square  mile,  and  traversed  by  8,071  miles  of  railway, 
which  touch  an  average  population,  including  New  York  City,  ox 
1,389  per  mile  of  road.  The  population  of  that  territory  is  dense  and 
in  the  main  assembled  in  large  industrial  centers,  the  rural  popula- 
tion of  the  New  England  States  being  only  17  per  cent  of  the  whole 
population. 

That  territory  does  not  produce  fuel  or  other  raw  material  except 
granite,  marble,  and  lumber — and  those  do  not  comprise  a  substan- 
tial tonnage — and,  while  the  traffic  is  dense,  it  consists  largely  of 
merchandise,  manufactures,  and  miscellaneous.  For  instance,  ap- 
proximately 45  per  cent  of  the  tonnage  of  the  two  principal  railroads 
m  that  territory  during  the  year  1912  consisted  of  that  class  of 
traffic. 
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The  hauls  in  that  territory  are  short.  Little  traffic  passes  through, 
except  imports  and  exports,  and  the  bulk  of  the  traffic  originating 
or  destined  beyond  that  territory  is  received  from  or  delivered  at  its 
west  boundary  to  lines  running  west  and  south,  while  the  water- 
borne  tonnage  is  largely  hauled  but  short  distances  to  inland  towns. 

These  conditions  and  the  insolated  location  of  that  territory  along 
the  Atlantic  seaboard,  water  competition,  and  numerous  other  eco- 
fiomic  influences  peculiar  to  it,  which  the  evidence  will  bring  out 
more  in  detail,  have  created  a  railroad  territory  and  fabric  of  rates 
ind  traffic  conditions  peculiar  to  it  and  independent  of  the  West  and 
;  Sooth. 

TBUNK-LINE  TEBBITOBT. 

We  have  next  the  trunk-line  territory,  which  embraces  the  area 
^est  of  the  Hudson  River  and  Atlantic  seaboard,  north  of  the  Poto- 
lic  Eiver,  and  east  of  what  is  known  as  the  "  western  termini " — 
!  line  extending  from  Buffalo  through  Pittsburgh  to  the  Ohio  River, 
liis  territory  embraces  an  area  of  112,000  square  miles,  has  a  popu- 
ition  of  21.000,000,  or  207  inhabitants  to  the  square  mile,  and  is 
fnversed  by  23,777  miles  of  railway,  which  touch  an  average  popu- 
iition  of  889  per  mile  of  road. 

As  in  the  New  England  territory,  the  population  in  the  trunk-line 
t^tory  is  found  largely  in  its  great  cities — the  rural  population  of 
estates  included  in  the  territory  being  only  30  per  cent  of  the 
tbole. 

The  area  and  population  of  this  territory  are  greater  than  the 
m  and  population  of  the  New  England  territory,  but  the  area  per 
fiile  of  road  is  only  about  one-half,  which  indicates  that  the  former 
5  more  amply  supplied  with  railroad  transportation  facilities  than 
ie  latter.  While  the  population  per  mile  of  railroad  is  greater  in 
^w  England  territory  than  in  trunk-line  territory,  the  tonnage 
i  the  latter,  per  mile  of  road,  is  approximately  twice  the  tonnage 
2  the  former.  The  character  of  the  traffic  is  likewise  substantially 
liferent  in  the  two  territories.  For  instance,  the  combined  tonnage 
^products  of  mines  carried  by  the  Pennsylvania  Railroad  proper, 
ie  Xew  York  Central  proper,  and  the  Baltimore  &  Ohio  system  in 
-'12  was  approximateljr  ten  times  the  same  class  of  tonnage  carried 
7  the  two  principal  railroads  of  New  England.  That  class  of  ton- 
^  comprised  66  per  cent  of  the  total  tonnage  of  the  Pennsylvania 
^  the  Baltimore  &  Ohio,  but  only  30  per  cent  of  the  total  tonnage 

f  the  two  New  England  roads. 

The  evidence  will  show  that  trunk-line  territory  comprises  rela- 
'^^ely  the  largest  population  per  square  mile,  the  greatest  industrial 
f^nty,  and  the  densest  tramc  of  any  similar  area  in  the  country. 
^embraces  the  great  manufacturing  centers  of  New  York,  New 
Jersey,  and  Pennsylvania,  and  the  Pittsburgh  district — ^the  greatest 
^^mg^  center  in  the  world. 

In  the  early  history  of  railroad  building  in  that  territory  the 
f>flroads  were  built  westward  from  New  York  and  other  Atlantic 
■^Wd  cities  on  the  south,  and  either  terminated  at  Buffalo,  on  the 
^fes,  or  at  Ohio  River  cities.  The  rates  were  made  applicable  to 
^eselmes  as  originally  constructed,  and  the  character  ot  the  traffic, 
f^jsical  surroimdings,  and  other  economic  influences,  which  we  will 
point  out  more  in  detail  in  the  evidence,  built  up  and  have  preserved 
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to  this  day  a  railroad  territory  and  a  fabric  of  rates  and  traffic  con- 
ditions peculiar  to  it  and  independent  of  and  distinct  from  the  ter- 
ritory east,  west,  and  south  of  it. 

OENTBAL  FBEIGHT-ASSOOIATION  TEBRITOBY. 

The  remainder  of  official  classification  territory — ^the  vast  area  ex- 
tending from  trunk-line  territory  to  the  Mississippi  River  and  the 
Lakes — comprises  what  is  known  as  Central  Freight  .Association 
territory. 

The  portion  of  that  territory  in  the  United  States  contains  an  area 
of  approximately  186,000  square  miles,  inhabited  by  about  19,000,000 
people,  or  122  inhabitants  to  the  square  mile,  as  compared  with  207 
in  trunk-line  territory  and  174  in  New  England  territory,  and  is 
traversed  by  35,849  nules  of  railroad,  which  touch  an  average  popu- 
lation of  506  per  mile  of  road,  as  compared  with  889  in  trunK-Iine 
territory  and  1,389  in  New  England  territory. 

It  will  be  noted  tHat  while  this  territory  contains  2,000,000  less 
population  than  trunk-line  territory  its  area  is  74,000  square  miles 
greater  and  is  traversed  by  12,072  more  miles  of  railroad,  and  while 
it  contains  about  8,000,000  more  inhabitants  than  New  England  ter- 
ritory it  comprises  more  than  three  times  the  area  and  is  traversed 
by  27,778  more  miles  of  railroad. 

The  population  of  the  principal  States  in  Central  Freight  Asso- 
ciation territory  is  about  equally  divided  between  the  cities  and  the 
rural  sections,  the  percentage  or  rural  population  being  40  per  cent 
of  the  whole.  But  it  does  not  follow  that  it  has  too  many  railroads 
or  too  much  mileage,  because,  as  we  have  seen,  the  population  is 
thinly  spread  over  186,000  square  miles,  as  compared  with  a  2,000,000 
greater  population  in  trunk-line  territory  assembled  on  112,000  square 
miles,  and  only  8,000,000  less  population  in  New  England  territory 
assembled  on  64,000  square  miles. 

The  traffic  in  this  territory  is  diversified  and  very  general  in  char- 
acter and  is  substantially  different  in  many  respects  from  the  traffic 
in  the  other  territories. 

The  territory  was  created  largely  by  physical  conditions  and  natu- 
ral development  and  growth  of  population.  Its  numerous  lakes  and 
rivers,  some  of  which  form  its  boundaries,  attracted  to  their  borders 
the  early  settlements  and  cities,  and  in  time  came  Chicago  and  St. 
Louis,  its  two  chief  centers  of  population.  The  territory  is  com- 
paratively level,  which  facilitated  railroad  building,  and  as  popula- 
tion increased  railroads  were  constructed  in  all  directions,  the  ob- 
jective points  being,  naturally,  lake  and  river  cities. 

It  is  a  well-known  fact  that  in  the  development  of  that  territory 
water  competition  has  always  been  an  important  factor,  and  that 
the  railroads  have  promoted  the  growth  of  population  and  indus- 
trial development  by  low  rates.  Again,  railroad  building  at  times 
has  been  in  excess  oi  the  CTowth  of  tne  country  and  causea  abnormal 
competition,  resulting  in  lower  rates. 

At  the  time  the  Government  entered  upon  the  regulation  of  rates^ 
those  prevailing  in  Central  Freight  Association  territory  as  a  body 
were  comparatively  the  lowest  rates  prevailing  in  any  section  of  the 
country,  and  in  recent  years  they  have  been  still  further  reduced — 


Digitized  by  VjOOQ IC 


riVB  PER  CENT  CASE.  21 

ind  especially  in  respect  to  passenger  fares,  which  have  been  reduced 
from  3  to  2  cents  per  mile,  or  33^  per  cent — ^in  all  the  States  in  that 
tffritory. 

The  influences  I  have  mentioned,  which  we  will  show  in  detail  in 
the  eridence,  have  resulted  in  the  bankruptcy  of  a  substantial  por- 
tion of  the  railroad  mileage  in  the  territory  and  in  depleting  the 
earnings  and  debilitating  the  credit  of  the  remaining  lines  k»  an 
extait  which,  unless  relieved  by  prompt  and  substantial  advances  of 
rjtes,  wiU  naturally  result  in  impeding  the  commerce  and  transpor- 
tation of  that  section  of  the  country. 

On  the  evidence  we  will  urge  that,  owing  to  the  different  conditions 
casting  in  these  three  component  parts  of  official  classification  terri- 
tory, Imes  traversing  two  of  these  sections  ought  not  to  be  regarded 
is  typical  of  the  whole  situation  in  the  territory  or  in  the  component 
ptrt&  Undoubtedly  a  great  many  important  considerations  are 
coaimon  to  all  the  lines  in  the  three  component  parts,  and  accordingly 
ibe  showing  of  the  Pennsylvania,  Baltimore  &  Ohio,  and  New  York 
Cenfral  systems  will  be  of  great  value  to  the  commission.  We  do  not 
sjean  to  disparage,  or  in  any  way  discredit,  the  showing  of  those 
STstons,  but  merely  contend  that  their  showing  is  not  conclusive  or 
^ical  of  the  entire  situation. 

(aOUPING  OF  LINES  IN  CENTRAL  FREIGHT  ASSOCIATION  TBRRITORT. 

We  believe  it  will  be  pertinent  to  show  the  conditions  prevailing  in 
Coitral  Freight  Association  territory,  and  will  thereiore  offer  in 
evidence,  among  other  things,  statements  of  the  mileage,  earnings. 
aid  results  of  operation  of  the  lines  located  therein,  with  a  view  oi 
abdicating  the  "  whole  situation  "  in  that  territory. 

There  are,  in  the  territory,  35,849  miles  of  railroad  (exclusive  of 
4e  mileage  of  switching  and  terminal  companies)  owned  by  93  com- 
Nes. 

We  have  omitted  switching  and  terminal  companies  because  they 
perfonn  a  special  service  on  an  arbitrary  basis,  generally  fixed  on  a 
?€r-car  rate. 

The  mileage,  however,  includes  the  mileage  in  Central  Freight 
•^sociation  territory  of  the  Mobile  &  Ohio,  St.  Louis,  Iron  Moun- 
^  &  Soutiiern;  Louisville  &  Nashville;  Southern  Railway;  St. 
^m  Southwestern ;  Chicago,  Burlington  &  Quincy ;  and  Norfolk  & 
Western — 1,892  miles,  or  5.3  per  cent  of  the  total — ^but  we  exclude 
^  mileage  from  our  fibres,  because  it  is  only  7  per  cent  of  the 
fliileage  oi  those  companies,  and  the  results  of  their  operation  can 
^  be  segregated.  As  93  per  cent  of  the  mileage  of  these  companies 
^  in  higher-rate  zones,  it  is  obvious  that  the  operations  of  these  com- 
pMiics  as  a  whole  would  be  immaterial  to  our  argument. 

This  leaves  33,957  miles  of  road,  or  94.7  per  cent  of  the  total,  in  the 
^tory. 

In  presenting  our  figures  we  will  be  obliged  to  add  to  that  mileage 
4e  results  of  the  operation  of  264  miles  of  the  Chicago  &  Alton, 
^  miles  of  the  Illinois  Central,  and  859  miles  of  the  Wabash. 
^  principal  operation  of  these  three  companies  is  in  the  territory, 
4e  3,751  miles  outside  being  west  of  the  Mississippi  River  or  south 
of  the  Ohio  River,  in  higher-rate  zones,  and  we  include  them  because 
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the  results  of  operation  of  the  mileage  in  the  territory  can  not  be 
segregated. 

We  will  also  include  3,401  miles  of  the  Baltimore  &  Ohio  and  Erie, 
which  are  located  in  trunk-line  territory,  because  the  operation  oi 
this  mileage  can  not  be  segregated  from  their  lines  in  the  territory. 

Our  figures  will,  thereiore,  embrace  the  results  of  operation  of 
41,109  miles  of  railroad,  and  we  will  arrange  them  in  four  groups: 

Group  1  embraces  the  41^109  miles  of  railroad  I  have  mentioned, 
except  6,443  miles  of  Erie  lines  east  of  Marion,  Ohio,  and  the  Balti- 
more &  Ohio  system,  and  2,729  miles — the  aggregate  mileage  of  46 
short  railroads  in  the  territory ,  which,  together,  earned  less  than 
$8,000,000  in  1910. 

Group  2  embraces  the  Erie  lines  east  of  Marion,  Ohio,  and  Balti- 
more &  Ohio  system,  aggregating  6,443  miles,  3,401  of  which  is 
located  in  trunk-line  territory.  This  mileage  is  grouped  together 
because  the  results  of  operation  of  the  mileage  in  Central  Freight 
Association  territory  can  not  be  segregated. 

Group  3  embraces  28  of  the  38  roads  in.  group  1,  with  an  aggregate 
mileage  of  23,167  miles,  which  includes  19,416  miles,  or  51^  per  cent 
of  the  entire  mileage  in  the  territon^,  and  embraces  such  important 
lines  as  the  Big  Four  system ;  the  V  andalia ;  the  Chicago  &  Eastern 
Illinois;  Nickel  Plate;  Grand  Trunk  Western;  Grand  Rapids  & 
Indiana;  Pere  Marquette;  Cincinnati,  Hamilton  &  Dayton;  Illinois 
Central ;  Chicago  &  Alton ;  and  Wabash. 

Group  4  embraces  46  companies,  with  an  aggregate  mileage  of  2  J29 
miles,  of  7^  per  cent  of  the  total  mileage  in  the  territory,  which, 
together,  in  1910,  earned  less  than  $8,000,000.  These  roads  are  im- 
portant factors  in  the  development  and  conmierce  of  the  respective 
conmiunities  they  serve,  but,  as  a  rule,  they  are  in  great  financial 
distress,  and,  being  short  lines,  we  thought  it  natural  to  group  them 
^•ogether. 

LINES  REPBESENTINO  THE   WHOLE  SITUATION. 

We  believe  that  group  3  embraces  lines  which  as  a  whole  are  fairly 
representative  of  the  whole  railroad  situation  in  the  territory,  and 
for  that  reason  we  will  refer  to  it  in  some  detail. 

We  have  omitted  from  this  group  the  main-line  connections  oi 
the  trimk-line  ^stems — ^thfe  Lake  Shore,  the  Michigan  Central,  the 
Pennsylvania  Cfo.,  and  the  Panhandle — although  the  figures  will 
^how  that  their  prosperity  has  been  substantially  impaired  during 
he  last  few  years  by  a  constantly  increasing  ratio  of  expense  tc 
»mings. 

The  fact,  however,  that  this  mileage  as  a  whole  was  constructed 
at  a  very  low  capital  charge  and  forms  integral  parts  of  the  best 
and  strongest  railwav  systems  of  the  country,  to  say  nothing  of  the 
credit  and  business  they  have  enjoyed  from  their  amliations  and  the 
returns  on  their  outside  investments,  place  them  in  a  class  by  them^ 
selves.  These  facts  (which  will  be  shown  more  in  detail  in  th< 
evidence)  will  conclusively  prove  that,  while  those  lines,  no  doubt 
need  an  increase  in  rates,  they  do  not  belong  in  the  group  of  roads 
which  fairly  represents  the  railroads  in  the  ^rritory. 

We  have  also  excluded  from  ^oup  3  the  Pittsburgh  &  Lake  Erie 
Bessemer  &  Lake  Erie,  Hocking  Valley,  Kanawha  &  Michigan 
Toledo  &  Ohio  Central,  and  Wheeling  &  Lake /Erie.  ^These  roadj 
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are  located  in  a  comparatively  small  area  between  the  Great  Lakes 
ind  the  iron  furnaces  and  coal  mines  of  Ohio,  and  their  traffic  is 
not  of  a  general  nature,  but  substantially  confined  to  the  products 
of  mines;  their  tonnage  of  these  products  during  1912  being  78.6  per 
cent  of  their  entire  tonnage,  but  the  exceptional  feature  of  their 
atnation  lies  not  only  in  the  volume  of  this  mineral  traffic,  but  in 
the  fact  that  by  reason  of  hauling  iron  ore  in  one  direction  and  coal 
in  the  reverse  way,  they  have  a  balanced  traffic,  which  produces  an 
unusually  favorable  operating  condition. 

While  these  lines  are  within  the  boundaries  of  the  territory,  they 
do  not  enter  into  the  general  railroad  situation  and  can  not  be  in- 
clnded  in  a  group  of  roads  fairly  representative  of  all  the  railroads 
in  the  territory. 

We  have  also  excluded  from  group  3  the  46  short  lines,  whose 
aggregate  earnings  for  1910  were  less  than  $8,000,000,  because,  as 
we  have  said,  those  lines  are  short,^  their  earnings  are  small,  and 
they  are,  as  a  rule,  in  financial  distress,  and  ought  not  to  be  included 
in  a  group  of  roads  representative  of  the  railroads  in  the  territory. 

In  group  3  we  have  included  28  companies,  with  an  aggregate 
mileage  of  23,167  miles,  which  traverse  all  parts  of  the  territory  and 
participate  in  the  general  traffic  of  that  section  of  the  country. 

We  believe  a  mere  glance  at  the  map  of  this  large  mileage  (23,167 
miles)  will  indicate  that  it  is  fairly  representative  of  the  territory. 
In  any  event  we  may  be  assured  that  if  this  mileage  is  not  influential 
in  determining  the  reasonableness  of  rates  the  prosperity,  commerce, 
and  development  of  the  whole  territory  will  be  placed  in  jeopardy. 

SALIENT  FACTS   FROM  THE  EVIDENCE. 

On  the  evidence  we  will  present  in  detail  our  contentions,  but  my 
present  purpose  will  be  served  by  merely  calling  your  attention  to  a 
few  salient  facts.  .     •  .  . 

This  great  network  of  railroads,  covering  the  entire  territory  (as 
Aown  on  the  map),  during  the  year  ending  June  30,  1910,  earned 
$239,000,000,  and  during  the  year  ending  June  30, 1913,  $275,000,000, 
or  a  gross  increase  of  about  $36,000,000 ;  but  in  the  former  year  the 
operating  expenses  and  taxes  were  $182,000,000  and  in  the  latter  year 
^,000,000,  or  an  increase  in  expenses  of  about  $45,000,000  result- 
ing in  a  decrease  in  net  revenue  after  payment  of  taxes  of  over 
$9,000,000  and  in  net  corporate  revenue  oi  more  than  $16,000,000. 

Stated  in  other  words,  the  ratio  of  operating  expenses  and  taxes 
to  earnings  during  the  same  period  increased  from  76.3  per  cent  to 
82.8  per  cent. 

These  same  roads  during  the  year  ending  June  30,  1908  (which 
)rill  be  remembered  as  a  panic  year),  earned  $212,000,000,  and  dur- 
'm  the  year  ending  June  30,  1913,  $275,000,000,  or  an  increase  of 
$w/)0O,OOO;  but  during  the  year  ending  June  30,  1908,  the  operat- 
ing expenses  and  taxes  were  $165,000,0(X),  and  the  year  ending  June 
30, 1913,  $227,000,000,  an  mcrease  of  about  $62,000,000. 

Now,  despite  the  fact  that  during  that  same  period  more  than 
$175,000,000  were  put  into  additions  and  betterments,  the  net,  after 
deducting  operating  expenses  and  taxes,  showed  an  increase  of 
1800,000,  while  the  net  corporate  income  actually  decreased  about 
$8/)00,000. 
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As  we  have  shown,  this  mileage  comprises  51J  per  cent  of  the 
entire  mileage  in  the  territory,  and  if  we  add  the  mileage  of  the 
46  short  railroads,  we  will  have  59.1  per  cent  of  the  entire  mileage 
of  the  territory,  all  of  which  is  in  a  deplorable  financial  condition. 

While,  as  we  have  said,  the  evidence  will  show  the  lines  embraced 
in  group  3  are  fairly  representative  of  the  whole  situation  in  the 
territory,  the  lines  embraced  in  group  1  (substantially  all  the  mile- 
age) show  a  result  almost  equally  deplorable,  especially  in  the  last 
few  years. 

Group  1,  as  we  have  seen,  embraces  78.6  per  cent  of  the  entire  mile- 
age in  the  territory,  including  all  the  strong  lines,  and  besides  3,751 
miles  outside  of  the  territory  in  higher  rate  zones,  and  excludes  only 
the  46  short  lines,  which  are  in  financial  straits,  and  the  Erie  east 
of  Marion,  Ohio,  and  the  Baltimore  &  Ohio  system,  and  the  short 
projections  of  southern  lines  into  the  territory. 

Group  1  in  the  fiscal  year  1910  earned  $457,000,000,  and  in  the 
fiscal  year  1913,  $533,000,000,  or  showed  an  increase  of  $76,000,000; 
but  operating  expenses  and  taxes  during  the  former  year  were 
$329,000,000,  and  during  the  latter  year,  $417,000,000,  or  an  increase 
in  expenses  and  taxes  of  $88,000,000,  resulting  in  a  decrease  in  net 
revenue,  after  deducting  operating  expenses  and  taxes,  of  $12,000,000, 
and  a  decrease  in  net  corporate  income  of  $17,500,000. 

These  large  decreases  resulted  in  the  face  of  the  investment  of  vast 
sums  of  new  monev  for  additions  and  betterments.  In  other  words, 
notwithstanding  the  investment  of  this  new  capital,  the  ratio  ot 
operating  expenses  to  gross  revenue  increased  from  72  per  cent  in 
1910  to  78.2  per  cent  in  1913. 

The  figures  for  the  first  two  months  of  the  present  fiscal  year  are 
still  less  encouraging ;  for  instance,  the  net  revenue,  after  deducting 
operating  expenses  and  taxes  of  the  lines  in  group  1  for  the  two 
months  mentioned,  decreased  about  $4,500,000,  as  compared  with  the 
same  two  months  last  year,  while  the  decrease  of  the  lines  in  group 
8  was  about  $2,000,000,  as  compared  with  the  same  months  last  year. 

The  evidence  will  show  that  the  lines  in  Central  Freight  Associa- 
tion territory  are  confronted  with  the  expenditure  in  the  near  future 
of  millions  of  dollars  in  the  separation  of  grades  in  various  cities,  on 
which  they  will  receive  no  added  return ;  and  many  of  the  lines  have 
not  the  credit  to  raise  this  money.  This  circumstance,  in  view  of  the 
present  conditions  of  the  roads,  presents  a  serious  situation  which 
calls  for  prompt  relief. 

It  will  be  obvious  from  the  evidence  that  a  5  per  cent  increase  in 
rates  will  not  be  adequate  to  meet  the  demands  of  the  territory.  As 
I  have  said,  the  rates  in  that  territory,  both  freight  and  passenger, 
are  the  lowest  rates  prevailing  in  the  United  Stat^  and  the  interests 
of  the  people  of  that  rapidly  growing  and  developing  section  of  the 
country,  to  say  nothing  of  the  carriers,  require  in  the  near  future  a 
readjustment  of  the  rates,  both  freight  and  passenger,  to  a  basis 
which  will  enable  that  territory  to  have  good  railroads  and  the 
people  to  have  efficient  and  adequate  service,  and  to  progress  measur- 
ably with  the  other  sections  of  the  country. 

Mr.  Patterson.  May  it  please  the  commission,  counsel  for  the 
carriers  have  no  further  preliminary  statements  to  make. 

The  Chairman.  You  may  proceed  with  the  testimony,  Mr.  Pat- 
terson. ^  . 
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George  M.  Shriver  was  called  as  a  witness  by  and  on  behalf  of 
the  railroad  companies  and,  being  first  duly  sworn,  testified  as 
follows : 

Mr.  Patterson.  Mr.  Chairman  and  gentlemen  of  the  commission, 
Tolume  1  of  the  carriers'  exhibits  contains  the  10-year  financial  and 
operating  statistics  of  the  36  systems  and  roads  which  are  involved 
in  this  inquiry,  and  which  in  turn  involve  the  operations  or  accounts 
of  some  hundreds  of  subsidiary  companies. 

Volume  2  is  a  summary  which  has  been  prepared  for  the  con- 
venience of  the  commission  and  counsel,  a  summary  of  the  lO-jrear 
statement  of  each  one  of  these  36  systems.  In  other  words,  it  is  a 
eondensation  of  the  10-year  tables  which  are  contained  in  volume  1. 

Volume  3  is  a  combined  10-year  statement  of  the  financial  and 
operating  results  of  these  36  systems  or  roads,  which  combined 
statement  also  has  attached  thereto  an  analysis  of  the  combined  state- 
n^nt,  pointing  out  the  salient  features  in  that  combined  statement. 
There  is  also  in  this  volume  a  combined  statement  of  the  financial 
and  operating  results  of  the  Baltimore  &  Ohio,  the  Pennsylvania,  and 
the  New  York  Central  for  a  period  of  10  years,  which  combined 
statements  of  those  three  roads  has  attached  to  it  also  an  analysis 
giving  the  salient  features  of  that  statement. 

There  is  also  included  in  this  volume  3  a  summary  of  the  property 
niTe^ment,  operating  revenues,  operating  expenses,  income  and 
taxes,  first,  of  the  three  large  systems,  and,  secondly,  of  all  the  sys- 
tems and  roads  in  this  territory. 

I  have  also  here  a^  statement  prepared  by  Mr.  Shriver,  to  be  filed 
in  connection  with  his  testimony,  concerning  the  combined  statement 
of  the  36  roads.  In  other  words,  we  have  this  statement  prepared  so 
that  this  matter  shall  be  expressed  much  more  clearly  than  could  pos- 
sibly be  done  through  a  series  of  questions. 

If  the  conunission  please,  I  propose  to  take  up  first  with  Mr. 
Suiver  the  question  or  the  combmed  statement  of  the  36  systems. 

Mr.  Shriver,  what  is  your  position  ? 

Mr.  SHBinER.  Second  vice  president  of  the  Baltimore  &  Ohio  Rail- 
road Co. 

Mr.  Patterson.  You  have  had  general  charge,  as  a  member  of 
the  conmiittee,  of  the  preparation  of  these  statistics  to  be  offered  by 
the  carriers  in  this  case? 

Mr-  SuRrvER.  The  compilations  generally  have  been  under  the 
diarge  of  the  Bureau  of  Railway  Economics,  but  I  have  had  general 
supervision,  as  chairman  of  the  committee,  of  the  compilation  of  the 
data. 

Mr.  Patterson.  Please  take  your  statement  and  read  it,  and  I  will 
interrupt  you  from  time  to  time. 

Mr.  Shriver.  I  will  start  with  a  general  statement  of  the  systems. 
The  statement  as  compiled  covers  the  operation  of  35  roads  and  sys- 
tems, the  mileage  of  which  is  about  80  per  cent  of  the  entire  mileage 
kiomcial  classification  territory  and  includes  also  considerable  mile- 
age which  extends  beyond  this  immediate  territory.  The  statement 
covers  the  operation  of  about  131  operating  railroads  making  oper- 
ating reports  to  the  commission.  These  roads  combined  own  53,670 
miles  of  line  and  operate  58,275  miles  of  line. 
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Mr.  Patterson.  In  the  1910  case  there  were  some  financial  statis- 
tics, prepared  by  the  commission  and  filed  in  that  case,  dealing  with 
the  operation  or  41  roads,  if  I  remember  correctly.  Are  all  of  those 
41  roads  included  in  this  statement? 

Mr.  SHRnrER.  AH  of  the  41  roads  are  included,  and  some  6  or 
8  others  that  were  in  the  territory,  but  which,  for  some  reason  or 
other,  did  not  get  into  the  compilation  at  that  time. 

Mr.  Patterson.  Mr.  Shriver,  you  have  taken  what  period  in  con- 
nection with  the  preparation  of  these  statistics? 

Mr.  Shriver.  When  the  compilation  was  first  imdertaken  it  was 
thought  we  would  have  to  confine  it  to  the  year  1912,  and  the  com- 
pilation was  made  for  the  years  1903  to  1912,  incliisive.  Subsequently 
it  became  possible  to  get  the  figures  for  1913. 

Mr.  Patterson.  For  what  reason  did  you  take  1903  to  1912.  instead 
of  1888  to  1912  or  1906  to  1912  ? 

Mr.  Shriver.  It  was  the  period  immediately  preceding  that  which 
seemed  to  be  under  immediate  consideration.  The  committee  was 
governed  largely  in  making  it  a  10-year  period  by  the  fact  that  the 
commission,  m  its  previous  compilations  in  the  previous  case,  had 
had  its  compilations  made  on  the  10-year  basis,  and  the  undertaking 
was  to  follow  generally  the  period  and  the  general  character  of  the 
statistics  which  were  then  gotten  up. 

Mr.  Patterson.  How  did  you  happen  to  take  the  1910-1913 
period? 

Mr.  Shriver.  The  period  from  1910  to  1913  covers  that  period 
since  the  report  of  the  commission  in  the  last  case,  and  it  was  thought 
that  the  development  since  1910  would  be  of  particular  interest  and 
importance  at  this  time. 

Mr.  Patterson.  What  is  this  so-called  10-year  statement?  What 
is  it?    Is  it  a  condensed  income  account,  a  balance  sheet,  or  what? 

Mr.  Shriver.  The  first  page  of  the  statement  is,  I  might  say,  prac- 
tically a  summary  of  the  compilations  shown  in  the  sense  that  it 
covers  the  figures  of  total  capital  obligations  divided  as  between 
stocks,  bonds  and  funded  debt,  and  the  property  investment  of  these 
railroads.  Following  that  is  what  might  be  called  a  condensed  in- 
come account,  with  a  supplemental  reference  to  profit-and-loss  ac- 
count. The  second  sheet  snows  in  detail  the  figures  of  revenue  and 
expenses,  separated  by  account;  also  the  taxes  and  some  memoranda 
with  respect  to  repairs,  renewals,  depreciation  of  equipment,  and  a 
few  items  of  general  statistics  relating  to  the  operation  of  these  roads. 

Mr.  Patterson.  Those  statements  have  been  prepared  by  you? 

Mr.  Shriver.  The  committee  first  undertook  to  have  the  compila- 
tion made  directly  from  the  reports  that  have  been  made  to  the  In- 
terstate Commerce  Commission  by  these  various  roads,  but  owing  to 
the  number  of  changes  that  have  come  about  in  the  intercorporate 
relations  in  that  period  it  found  it  difficult  to  make  what  we  thought 
would  be  a  definite  comparative  basis  of  figures.  We  therefore  re- 
quested the  roads  to  furnish  this  data,  on  forms  which  were  sub- 
mitted to  them,  with  instructions  as  to  the  basis  for  their  com- 
pilations. 

Mr.  Patterson.  And  the  data  was  finally  completed  when? 

Mr.  Shriver.  I  could  hardly  sav  that  it  is  completed  vet;  but  so 
far  as  these  statements  that  have  Seen  filed  are  concemea  they  were 
completed  only  very  recently. 
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Mr.  Patterson.  They  have  been  completed  within  the  last  48 
hours,  and,  therefore,  if  in  the  course  of  going  over  them  the  carriers 
discover  any  inaccuracies  corrections  wiU  be  made  and  the  commis- 
gon  and  everyone  else  will  be  advised. 

Mr.  Shriver.  I  wish  to  say  as  to  the  summaries  that  such  data 
have  been  compiled  directly  by  the  bureau,  and  under  their  supervi- 
aon,  and  it  has  been  checked.  We  have  not  had  full  opportunity 
to  check  all  the  reports  from  the  different  railroads  to  Imow  that 
they  are  all  on  a  definite  and  proper  comparative  basis.  So  far 
IS  the  statements  drawn  by  them  are  concerned  we  believe  the  com- 
pilations are  in  a  general  way  accurate. 

Mr.  Patterson.  Will  you  now  proceed  with  your  statement?  You 
were  down  at  the  bottom  of  page  3. 

Mr.  Shriver.  If  you  will  permit  me,  I  will  commence  at  this 
point.  The  combined  property  investment  at  June  30,  1913,  is 
^^80,571,000,  or  $117,022  per  mile  of  line,  and  $58,189  per  mile  of 
all  tracks.  Between  1903  and  1913  these  roads  added  to  their  prop- 
erty investment  $1,980,093,000,  or  an  increase  of  46.04  per  cent. 

The  total  operating  revenue,  which  was,  in  1903,  $870,783,000,  rose 
to  $1,424,119,000  in  1918,  an  mcrease  of  over  $553,000,000  or  63.54 
per  cent. 

Taxes  paid  by  these  roads  in  1913  aggregated  $54,494,000  or  111.44 
pa*  cent  more  than  was  paid  in  1903. 

Operating  expenses,  including  taxes,  hire  of  equipment,  and  rents, 
increased  in  1913  over  1903,  $464,154,000  or  77.15  per  cent,  so  that 
net  operating  income  increased  only  $85,317,000  or  33.93  per  cent. 

Mr.  Patterson.  What  do  you  mean  bv  "net  operating  income"! 
The  phrase  as  used  in  the  commission's  report  is  "  operating  in- 
tm^    How  does  that  phrase  differ? 

Mr.  Shriver.  That  is  a  coined  phrase  to  meet  the  situation  that 
we  found  in  this  respect:  In  the  former  report  to  the  commission 
operating  revenues,  operating  expenses,  net  operating  revenues,  and 
taxes,  deducted,  produced  the  operating  income.  Prior  to  1908  hire 
of  equipment  and  certain  rents  of  terminals  were  charged  to  oper- 
ating expenses.  Subsequently,  these  have  been  divided,  both  as  to 
receipts  and  disbursements  m  income  account.  These  items  bear 
directly  on  the  property  investment,  and  it  was  felt  that  to  get  a 
figure  that  would  directly  compare  with  the  property  investment 
account  it  was  proper  to  include  the  items  of  hire  of  equipment, 
rents,  and  so  forth,  both  debit  and  credit,  by  which  means  we  reach 
I  net  operating  income. 

Mr.  Patterson.  In  other  words,  you  show  first  the  investment  in 
property  used  for  transportation  purposes  and  secondly  the  net 
return  upon  that  property,  after  deducting  all  transportation  costs 
including  taxes  and  hire  of  equipment. 

Mr.  Shriver.  That  is  the  intent  of  this  statement. 

Mr.  Patterson.  Proceed  now,  please. 

Mr.  Shriver.  Comparing  1913  with  1910,  the  combined  property 
inTestment  increased  $659,862,000,  while  operating  revenue  increased 
^186,775,000.  Including  taxes,  which  increased  over  $11,580,000, 
expenses  increased  more  than  $203,087,000,  so  that  net  operating 
income  decreased  $16,311,000,  or  nearly  5  per  cent.  In  other  words, 
after  increasing  investment  11.74  per  cent  and  gross  revenues  15.09 
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per  cent,  there  was  no  resultant  increase  in  net  income;  on  the  con- 
trary, there  was  realized  $16,311,000  less  net  than  was  earned  before 
over  $650,000,000  was  added  to  the  property  investment. 

Mr.  Patterson.  Am  I  correct  in  imderstanding  that  between  1910 
and  1913  these  systems  put  $650,000,000  into  their  roads  and  equip- 
ment and  at  the  conclusion  of  that  period  their  net  operating  income 
was  $16,000,000  less  than  when  they  started? 

Mr.  Shriver.  The  net  increase  of  the  entire  property  investment 
into  one  period  over  the  other  was  $650,000,000  and  the  net  result  in 
operation  was  $16,000,000  less  than  it  was  in  1910. 

Mr.  Patterson.  Will  you  proceed  now,  Mr.  Shriver? 

Mr.  Shriver.  The  per  cent  of  return  on  property  investment  was, 
•for  the  5-year  period  to  1907,  inclusive,  5.96  per  cent,  and  for  the 
second  5-year  period  to  1912,  inclusive,  only  5.50  per  cent.  The  aver- 
age return  for  the  10-year  period  to  1912,  inclusive,  was  5.71  per 
cent,  and  that  for  1910,  6.28  per  cent,  compared  with  5.23  per  cent 
in  1911,  5.19  per  cent  in  1912  and  5.36  per  cent  in  1913. 

It  is  especially  notable  that  whereas  heretofore  in  periods  of  high 
operating  revenues,  the  per  cent  of  return  has  been  highest,  as  m 
1907  and  1910,  when  it  was  6.25  and  6.28,  respectively;  in  1913,  when 
the  highest  revenues  in  the  history  of  this  group  of  roads  made,  the 
return  was  only  5.36  per  cent. 

Mr.  Patterson.  Some  one  has  sent  me  a  note,  I  do  not  know  who, 
asking  what  you  mean  by  "return." 

Mr.  Shriver.  The  ratio  of  income  in  relation  to  the  property 
investment. 

Mr.  Patterson.  What  the  money  is  earning? 

Mr.  Shriver.  What  the  property  is  earning. 

Mr.  Patterson.  The  money  involved  in  the  property? 

Mr.  Shriver.  Yes;  the  property.  The  per  cent  of  return  of  net 
corporate  income,  plus  interest  on  total  capital  obligations,  shows 
the  same  general  tendency  downward. 

Mr.  Patterson.  In  that  connection,  may  it  please  the  commission, 
in  the  analysis  of  the  combined  statement  of  the  36  roads,  which  is 
contained  in  volume  3  of  the  exhibits  which  have  been  filed,  at  the 
top  of  page  2,  the  percentage  of  relation  between  not  corporate  in- 
come, plus  interest  on  funded  debt,  to  total  capitalization— ^that  is, 
stocks  and  bonds — is  stated.  There  is  a  mistake  there  which  was 
discovered  last  night  in  those  figures. 

Mr.  Parmelee  advises  me  that  that  mistake  has  been  corrected  since 
last  night.    Those  figures  are  correct,  then? 

Mr.  Shriver.  I  assume  you  refer  to  the  place  where  all  interest 
had  been  included,  whereas  this  interest  is  on  obligations  other  than 
funded  debt. 

Mr.  Patterson.  Yes.    Proceed,  now,  Mr.  Shriver. 

Mr.  Shriver.  In  view  of  the  widely-scattered  mileage  and  great 
divergence  in  conditions  in  different  sections  of  the  territory  and 
during  the  various  periods,  it  is  realized  that  no  close  deductions  can 
be  made  from  the  combined  figures  of  these  roads.  It  is  clearly 
evident,  however,  that  there  has  been  a  persistent  narrowing  of  the 
margin  between  income  and  outgo. 

As  to  earnings  and  expenses.  Comparing  1913  with  1903.  operat- 
ing revenues  increased  $553,336,000,  or  63.54  per  cent,  while  operating 
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expenses  and  taxes  increased  $466,088,000,  or  76.35  per  cent.  The 
increase  in  operating  revenues  in  1918  over  1910  was  $186,775,000,  or 
1S.09  per  cent,  but  operating  expenses  increased  $189,722,000,  or  22.79 
percent. 

The  total  increase  in  expenses  1913  over  1903  is  distributed  through 
the  several  accounts  as  follows: 

Maintenance  of  way,  $65,149,000,  or  an  increase  of  56.46  per  cent  in 
that  account;  maintenance  of  equipment,  $125,901,000,  or  104.12  per 
foit;  transportation  and  traffic,  $207,827,000,  or  64.59  per  cent;  gen- 
eral expenses,  $38,490,000,  or  144.59  per  cent;  taxes,  $28,721,000,  or 
111.44  per  cent.  The  total  operating  expenses  increased  $466,088,000, 
(ff  76.35  per  cent 

Mr.  Patterson.  You  are  not  an  operating  officer,  I  believe. 

Mr.  Shbiver.  I  am  not  an  operatmg  officer 

Mr.  Patterson.  Therefore,  in  connection  with  these  figures,  may  it 
please  the  conmiission,  operating  officers  will  be  called  to  testify  with 

Tto  the  change  in  the  figures  as  between  the  different  periods. 
Shriver.  The  ratio  of  operating  expenses  to  total  operating 
rcvomes,  which  in  1910  was  67.27  per  cent,  was,  in  1911,  70.71  per 
mi;  in  1912,  70.75  per  cent;  and  in  1918,  71.77  per  cent.  For  the 
^jear  period  to  1907,  inclusive,  the  ratio  was  67.84  per  cent,  and  for 
the  5-vear  period  to  1912,  69.55  per  cent.  The  ratio  for  the  10-year 
period  to  1912,  inclusive,  was  08.78  per  cent,  compared  with  71.77 
per  cent  in  1913. 

In  each  of  the  three  years  since  1910  the  total  operating  revenues 
*ere  in  excess  of  the  1910  figures,  but  in  each  of  those  three  years  net 
operating  revenue  and  net  operating  income  were  less  than  in  1910, 
50  that  m  this  period  there  has  been  no  increased  return  whatever 
for  the  interest  charges  on  the  new  capital  which  provided  the 
idditional  facilities  required  to  handle  the  greater  volume  of 
^ess. 

Mr.  Patterson.  I  have  no  further  questions  to  take  up  with  Mr. 
Skriyer  in  connection  with  the  combined  statement  of  the  36  roads. 
I  assume  it  is  practicably  impossible  for  anybody  to  cross-examine 
^  respect  to  a  statement  oi  that  kind,  having  had  onlv  10  or  15 
^ates  experience  with  the  fibres.  Therefore,  if  it  is  the  wish  of 
^<»nael  and  the  conmiission.  Mr.  Shriver  will  be  prepared  to  re- 
^  at  any  time  to  deal  witn  that  question,  and  I  will  take  up  two 
» three  other  matters  with  him  now. 

The  Chairman.  It  will  be  understood  that  with  regard  to  the 
period  referred  to  counsel  may  subject  Mr.  Shriver  to  such  cross- 
^luoination  as  may  be  desired  at  a  later  time,  after  they  have  had 
«i  opportunity  to  study  the  figures. 

Mr.  Patterson.  In  tnat  connection,  it  seems  to  me,  it  would  f  acili- 
^  matters  very  much  and  expedite  the  hearing  if  Mr.  Shriver,  or 
My  other  witness  that  may  be  called,  could  be  advised  in  advance  of 
^  general  matters  which  are  to  be  covered  in  his  cross-examination. 
'^ot  that  they  are  to  be  restricted  in  any  way,  if  at  the  moment  it 
appears  that  there  are  other  matters  tnat  ought  to  be  developed. 
Por  sample,  Uiis  statement  of  the  36  roads  includes  the  operations 
^i  several  hundred  companies.  The  statement  of  the  Pennsylvania 
^Btem  alone  comprises  the  operation  of  some  95  companies,  the 
statement  of  the  New  York  Central  system  comprises  the  operation 
rf  between  90  and  100.    It  will  be  a  physical  impossibility  for  any 
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man  to  anticipate  what  may  be  asked  with  reference  to  these  state- 
ments. If  the  witness  be  advised  a  sufficient  time  in  advance,  then 
the  data  can  be  prepared  and  furnished  and  it  will  thus  expedite 
the  hearing  in  every  way.  I  suggest  that  for  the  consideration  of 
the  commission  and  the  counsel. 

Commissioner  Harlan.  Mr.  Patterson,  you  have  not  formally 
offered  those  exhibits.  I  suppose  you  wish  it  understood  that  they 
are  offered. 

Mr.  Patterson.  I  desire  to  formally  offer  in  evidence  these  vari- 
ous exhibits  to  which  I  have  referred,  including  the  printed  state- 
ment of  Mr.  Shriver's  testimony. 

(The  documents  referred  to  were  received  in  evidence,  marked 
"Geo.  M.  Shriver  Exhibits  Nos.  1,  2,  3,"  consisting  of  volumes  1,  2, 
3,  respectively,  which  will  be  found  at  the  end  of  this  hearing;  and 
"  Geo.  M.  Shriver  Exhibits  Nos.  4  and  6,"  respectively,  consisting  of 
printed  statements,  which  are  forwarded  herewith.) 

Mr.  Patterson.  Mr.  Shriver,  will  you  now  turn  to  the  combined 
statement  of  the  Baltimore  &  Ohio,  the  Pennsylvania,  and  the  New 
York  Central  systems?  We  have  followed  the  same  plan  in  con- 
nection with  these  other  statements,  and  this  statement  is  the  com- 
bined operations  of  the  three  systems  referred  to.  Mr.  Shriver  has 
prepared  a  memorandum  in  writing,  so  that  every  one  will  have  be- 
lore  him  the  matters  developed  in  his  testimony  in  a  succinct  and 
clear  form. 

Mr.  Shriver.  This  is  a  combined  11-year  financial  and  operating 
statement,  with  a  10-year  analysis,  covering  the  New  York  Central 
system,  the  Pennsylvania  system  east  and  west,  and  the  Baltimore  & 
Ohio  system. 

The  commission,  in  its  report  No.  3400,  emphasized  the  fact  that, 
in  the  case  of  the  larger  lines,  the  systems  in  their  entirety  and  not 
the  individual  roads  composing  the  same  should  be  considered.  Si>e- 
cial  consideration  was  given  by  the  commission  to  the  results  of  op- 
erations of  the  New  York  Central,  the  Pennsylvania,  and  the  Balti- 
more &  Ohio  systems. 

The  statement  submitted  and  filed  with  the  commission  shows  in 
combination  the  results  of  operation  of  these  three  systems.  In  filing 
this  statement  all  intercorporate  system  ownerships  and  dividends 
on  stock  and  interest  on  fimded  debt  paid  and  received  for  such  inter- 
corporate holdings  have  been  eliminated.  The  fibres  shown  there- 
fore in  all  cases  are  the  results  after  such  elimination. 

The  property  investment  is  the  book  value  of  the  railroad  property 
used  in  the  public  service,  the  income  and  expense  attached  to  whien 
is  covered  in  the  operating  income. 

These  systems  comprise  28,395  miles  of  operated  road  and  60,697 
miles  of  all  tracks  operated,  or  about  48  per  cent ;  and  52  per  cent  of 
the  road  and  the  track  operated,  respectively,  in  the  official  classifica- 
tion territory. 

Their  gross  operating  revenue  for  the  year  was  $797,362,913,  or 
57.53  per  cent  of  the  total  earnings  of  roads  in  the  territory  under 
consideration.  The  property  investment  of  these  Efystems  at  June  30, 
1913,  aggregated  $3,253,431,204. 

Mr.  Patterson.  The  details  with  regard  to  the  various  corpora- 
tions and  roads  operating  or  otherwise  which  are  included  in  the 
various  statements  will  be  furnished  by  whom? 
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Mr.  Shriver.  I  will  undertake  to  furnish  that,  sir. 

Mr.  Patterson.  You  will  furnish  it  in  connection  with  the  Balti- 
more &  Ohio. 

Mr.  Shriver.  Do  you  mean  separate  reports  or  separate  volumes? 

Mr.  Patterson.  I  am  speaking  of  the  three  systems — ^the  Pennsyl- 
Tinia,  the  New  York  Central,  and  the  Baltimore  &  Ohio. 

Mr.  Shriver.  The  representatives  of  the  three  systems  will  present 
their  items  individually  and  separately.  Effort  has  been  made  to 
htve  the  statements  on  a  proper  comparative  basis  throug^hout  the 
period,  and  accurate  in  detail.  Owing  to  changes  in  accounting  regu- 
lations of  the  commission,  particularly  in  1908,  a  number  of  adjust- 
aients  have  been  necessary  to  secure  proper  comparisons,  notably : 

L  Adjustments  to  cover  hire  of  equipment,  car  service,  rents  of 
tnck,  yards,  and  terminals  and  rents  of  buildings  and  other  property 
!uTe  been  made  in  years  prior  to  1909  to  agree  with  subsequent  years. 

2.  Insurance  has  been  mcluded  in  general  expenses  for  all  years. 

3.  Work  equipment  repairs,  renewals  and  depreciation  have  been 
wiucted  for  maintenance  of  way  and  structures  expenses  year  1908 
snd  added  to  maintenance  of  equipment  expenses. 

L  The  accounts  equipment  leased,  Cr.,  and  equipment  borrowed, 
Dr«,  have  been  adjusted  through  expenses  and  income,  year  1908. 

The  accounting  regulations  of  1908  established  the  account  of 
'wtside  operations,"  to  which  were  assigned  certain  earnings,  which 
prior  to  1908  were  included  generally  under  "other  transportation 
revenue,"  and  certain  expenses  which  were  distributed  to  the  respec- 
tTe  maintenance  and  operating  accounts.  Owing  to  slight  differ- 
saes  in  the  methods  of  stating  accounts  of  outside  operations,  for 
that  portion  of  the  10-year  period  prior  to  1908,  the  comparisons  of 
taailed  expenses  are  slightlv  inaccurate.  Since  1908  all  accounts  are 
q)on  a  uniform  basis,  and  the  comparisons  of  the  years  1910  to  1913 
ire  exact. 

As  I  stated  in  the  previous  statement,  these  compilations  cover  the 
U  years  from  1903  to  1918,  inclusive,  with  two  5-year  periods,  1907 
iM  1912,  inclusive,  and  an  average  for  10  years. 

Asununary  of  the  more  important  figures  and  comparisons  has  been 
lade  for  ready  reference.  Some  of  the  significant  tacts  shown  there- 
a  will  be  briefly  referred  to. 

Property  investment,  which  represents  the  book  value  of  the  invest- 
:2efit  in  road  and  equipment,  in  1913,  was  $3,253,431,204:,  or  a  sum 
tL107^5,816  greater  than  it  was  at  the  close  of  1903,  an  average 
ixrease  of  over  $110,000,000  per  annum.  In  the  three  years  since 
ISIO  the  increase  was  $423,431,094,  an  average  each  year  of  over 
^40,000,000. 

Mr.  Patterson.  That  is,  the  money  which  has  gone  into  these  three 
prwerties  since  1908  was  what? 

Mr.  Shriver.  The  net  increase  was  $140,000,000  over  1910. 

Mr.  Patterson.  From  1903  to  1913? 

Mr.  Shriver.  Since  1903  the  additional  sum  is  $1,107,835,816. 

Commissioner  Harlan.  Mr.  Patterson,  before  you  rest  your  case, 
vUl  you  show  in  a  general  and  substantially  approximate  way  the 
porpose  to  which  this  money  was  put? 

Mr.  Patterson.  Yes,  sir. 

Conunissioner  Prouty.  Does  your  statement  show  increase  in 
lulenge? 
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Mr.  Patterson.  The  percentage  of  the  increase  in  the  property 
invested  per  mile,  of  main  track  and  per  mile  all  tracks.  That  is 
both  in  the  statement  and  in  the  analysis  accompanying  it. 

Mr.  Shriver.  In  the  10  years  between  1903  and  1913 — ^that  is, 
within  the  period  when  this  $1,107,335,816  was  expended,  these  sys- 
tems added  to  their  plant  10,777  miles  of  all  tracl^,  of  which  about 
1,000  miles  was  first  main  track. 

In  the  three  years  since  1910  the  miles  of  all  tracks  have  increased 
2,801  miles,  or  5.01  per  cent,  while  the  increase  in  first  main  track 
was  but  214  miles — snowing  that  the  development  in  this  period  has 
been  intensive  in  character. 

Statements  will  be  submitted  showing  that  these  systems,  in  com- 
mon with  all  other  lines  in  this  territory,  have  added  greatly  to  their 
equipment — ^shown  by  a  large  increase  in  aggregate  tractive  power 
oi  locomotives  and  aggregate  carrying  capacity  of  cars. 

Coincident  with  this  expansion  of  facilities  and  large  increase  of 
propertjr  investment  to  which  I  have  referred,  there  has  been  a 
notable  increase  in  business. 

The  number  of  tons  carried  1  mile,  which  in  1903  was  55,134,587,- 
820,  had  in  1913  reached  the  total  of  91,638,907,564,  an  increase  of 
36,504,319,744,  or  66.21  per  cent,  while  passengers  1  mile  showed  an 
increase  of  55.80  per  cent. 

Comparing  1913  with  1910,  there  was  an  incre^  in  passengers 
carried  1  mile  of  12.99  per  cent  and  im  increase  in  tons  carried  1 
mile  of  17.03  per  cent. 

In  the  period  of  1903-1913  gross  earnings  rose  from  $488,143,821 
to  $797,362,913,  the  earnings  for  the  year  1913  being  the  greatest  in 
the  history  of  these  lines,  an  increase  of  $309,219,092  over  1903,  and 
of  $109,380,362  oyer  1910. 

The  net  operating  income,  which  in  1903  was  $133,352,650,  and  in 
1910  reached  $181,479,024,  was  in  1913  only  $173,098,314,  an  increase 
over  the  year  1903  of  $39,745,664,  but  actually  $8,380,710  less  than  it 
was  in  1910. 

While  the  property  investment  in  1913  increased  $1,107,835,816 
over  1903,  or  51.60  per  cent,  and  the  business  handled,  as  reflected  in 
the  gross  earnings,  increased  by  $309,219,092,  or  63.35  per  cent,  the 
net  operating  income  increasea  $39,745,664,  or  only  29.80  per  cent. 
In  other  words,  the  increase  of  net  operating  income  represented  a 
return  on  the  new  investment  of  3.59  per  cent  only. 

Mr.  Patterson.  That  is  between  1903  and  1913? 

Mr.  Shriver.  Between  1903  and  1913 ;  yes. 

Mr.  Patterson.  That  is  to  say,  the  money  that  has  gone  into  the 
prope^v  has  returned  3.59  per  cent? 

Mr.  Shriver.  It  has  returned  3.59  per  cent  on  the  new  property 
invested. 

Mr.  Patterson.  During  that  time  what  has  been  the  increase  in 
business  done? 

Mr.  Shriver.  63  per  cent,  as  reflected  by  the  gross  earnings. 

Mr.  Patterson.  And  reflected  by  tons  carried  1  mile? 

Mr.  Shriver.  66  per  cent. 

Mr.  Patterson.  And  passengers  carried  1  mile. 

Mr.  Shriver.  55.80  per  cent.  Comparing  1913  with  1910,  the 
property  investment  increased  $423,431,094,  or  14.96  per  cent,  the 
operating  revenue  increased  $109,380,362,  or  15.90  per  cent,  while 
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net  operating  income  shows  a  decrease  of  $8,380,710.  That  is  with 
m  increase  of  14.96  per  cent  in  property  investment  and  15.90  per 
(^t  in  operating  revenue,  there  was  an  actual  decrease  in  net  oper- 
itinff  income  of  near  $8,500,000. 

Ifr.  Patterson.  Let  me  call  your  attention  to  the  analysis  which 
&cc(HDpanies  this  combined  statement  of  the  three  roads.  Look  at 
page  2  and  at  paragraph  9.  I  call  your  attention  to  page  2,  para- 
graph 9,  v^ith  respect  to  the  measure  of  service.  Wnat  has  been 
the  increase  in  the  measure  of  service  accorded  the  public  as  repre- 
sented by  passenger  miles  and  freight-tons  miles  between  1910  and 
1913? 

Mr.  Shriveb.  This  analysis  shows  that  the  increase  in  tons  carried 
Imile  1913  over  1903 

Mr.  Patterson.  1913  over  1910? 

Jfr.  Shriver.  Yes;  was  17.03  per  cent. 

Mr.  Patterson.  That  is  represented  by  approximately  how  many 
toos  carried  1  mile— 13,000,000,000,  is  it  not? 

Mr.  Shriver.  Yes;  13,000,000,000  tons  1  mile. 

Mr.  Patterson.  What  is  the  increase  in  number  of  passengers  car- 
ried 1  mile  between  that  same  period? 

Mr.  Shrtver.  Passengers  carried  1  mile  increased  12.99  per  cent, 
or  about  2,000,000,000. 

Mr.  Patterson.  That  indicates,  then,  the  increase  in  the  measure 
of  service  w^hich  has  been  accorded  the  public  between  1910  and  1913? 

Mr.  Shriver.  Those  are  the  measures  of  service,  yes. 

Mr.  Patterson.  In  order  to  secure  that  increase  in  measure  of 
sffvice,  what  was  the  property  investment? 

Mr.  Shriver.  Do  you  mean  in  percentage? 

Mr.  Patterson.  Not  in  percentage;  in  amount.  What  was  the  in- 
crease in  property  investment  between  1910  and  1913?  You  have  it 
there  in  your  statement. 

Mr.  Shriver.  Property  investment,  $423,000,000. 

Mr.  Patterson.  $423,000,000  has  been  invested  in  road  and  equip- 
ZDent  in  order  to  secure  this  increase  in  traffic  units? 

Mr.  Shriver.  Yes. 

Mr.  Patterson.  What  return  was  made  on  that  increase  of  $428,- 
DDOXKK)? 

Mr.  Shriver.  The  figures  indicate  that  there  was  no  return  what- 
fver.  On  the  contrary,  the  revenue  for  1913  was  $8,500,000  less  than 
it  was  in  1910,  before  that  expenditure  was  made. 

Mr.  Patterson.  Will  you  go  on  with  your  statement? 

Mr.  Shriver.  This  decreasing  return  on  property  investment  is 
again  clearly  reflected  in  the  line  showing  "  per  cent  on  property  in- 
Testment.^  The  rate  of  return,  which  in  1903  was  6.21  per  cent  and 
in  1910  6.41  per  cent,  had  in  1913  fallen  to  5.32  per  cent.  It  is  also 
aoted  that  whereas  in  the  first  period  of  five  years  (1903-1907,  inclu- 
ave)  this  return  had  been  6.11  per  cent,  for  the  second  period  of 
fi^e  years  (1908-1912)  it  was  5.57  per  cent. 

It  is  farther  notable  that,  whereas  normally  in  periods  of  high 
gross  earning  the  rate  of  return  on  property  investment  rises,  as 
Was  the  case  in  1910,  on  the  up-tum  in  1913,  while  the  gross  revenue 
increased  15.90  per  cent  over  1910,  the  rate  of  return  in  1913  dropped 
17  per  cent. 

4O106— S.  Doc.  466, 68-2— vol  1 3* 
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Particular  emphasis  is  given  this  net  operating  income  in  relation 
to  the  property  investment,  for  the  reason  that  it  shows  the  net 
result  to  the  carriers  from  the  operation  of  the  particular  property 
represented  by  the  property  investment  account  as  distinguished  from 
a  return  on  capital  obligations,  whichj  in  some  instances,  cover  prop- 
erties or  investments  not  necessarily  associated  with  the  rail 
operations. 

The  total  combinecl  capital  obligations  of  the  three  systems  out- 
standing in  the  hands  of  the  public  rose  from  $2,058,000,000  in  1903, 
in  round  figures,  to  over  $3,110,000,000  in  1913.  Comparing  1913 
with  1903,  the  increase  in  capital  obligations  is  51.04  per  cent  and 
the  increase  in  property  investment  51.S)  per  cent. 

The  net  corporate  income  (plus  interest  on  funded  debt) — ^that  is, 
the  total  fund  available  to  pay  interest  and  dividends  on  existing 
capital,  to  furnish  a  margin  of  safety  for  that  capital  and  a  basis  ot 
credit  for  raising  new  capital — was  in  1903  equal  to  6.76  per  cent 
on  those  capital  obligations,  in  1910  6.88  per  cent,  and  in  1913  6.15 
per  cent. 

Mr.  Patterson.  Has  the  infinitesimal  error  which  existed  in  those 
figures  originally  been  corrected? 

Mr.  Shrh^r.  if  o  ;  there  is  still  an  error  in  those  figures. 

Mr.  Patterson.  In  the  figures  you  are  giving  now  ? 

Mr.  Shriver.  Yes. 

Mr.  Patterson.  That  will  be  corrected  in  the  course  of  the  next 
week.    What  is  the  effect  of  that  error? 

Mr.  Shriver.  The  effect  of  the  error  would  be 

Mr.  Patterson.  What  has  it  been? 

Mr.  Shriver.  The  effect  of  the  error  has  been  to  apparently  show 
a  greater  return  than  would  have  been  the  case  if  it  had  been  exact. 

The  Chairman.  How  much  greater? 

Mr.  Shriver.  About  one  three-hundredth  of  1  per  cent.  It  was 
within  the  same  group  including  interest  on  bills  payable  of  less 
than  one  year.  The  balance  or  "margin,"  which  in  1903  was  $44,- 
830,337  and  in  1910  $59,531,049,  was  in  1913  $47,083,181,  or,  ex- 
pressed  in  per  cent,  on  total  capital  obligations  in  1903  2.18  per  cent, 
m  1910  2.03  per  cent,  and  in  1913  only  1.51  per  cent. 

Mr.  Patterson.  What  do  you  mean  by  this  margin  of  safety  that 
you  refer  to? 

Mr.  Shriver.  What  is  commonly  known  as  surplus  after  deduc- 
tions of  interest  and  dividends. 

Mr.  Patterson.  That  is  available  for  what  purposes? 

Mr.  Shriver.  Any  purposes  of  the  company. ' 

Mr.  Patterson.  What  do  you  want  a  margin  for? 

Mr.  Shriver.  It  is  a  very  important  element  in  sustaining  credit. 

Mr.  Patterson.  It  pays  for  nonincome-producing  improvement 
and  various  other  matters? 

Mr.  Shriver.  It  might  be  so  applied ;  and  it  is  also  an  emergency 
in  case  of  disaster  or  anything  else  that  may  seriously  affect  any 
railway  company. 

Mr.  Patterson.  What  is  the  percentage  to-day  on  the  three  sys- 
tems? 

Mr.  Shriver.  On  total  capital  obligations  in  1913  it  was  1.61  per 
cent. 
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CcHnmissioner  Prouty.  What  was  the  average  for  the  10-year 
period? 

Mr.  Patterson.  The  average  for  the  10-year  period  has  not  been 
worked  out.     We  will  have  that  done  and  have  it  noted  in  the  record. 

Mr.  Shbtver.  The  decreased  return  on  property  investment  and 
capital  obligations  is  shown  to  be  due  principally  to  the  increasing 
eo^  of  operations,  although  lower  returns  per  freight  and  passenger 
units  has  also  contributed. 

The  conabined  revenues  and  operating  expenses  of  the  three  sys- 
tems are  ^ven  in  some  detail  in  the  second  statement  submitted. 

As  against  an  increase  in  operating  revenue  between  1903  and  1913 
of  about  $309,000,000,  operating  expenses  increased  $254,000,000. 
The  increase  in  total  operating  revenue  in  1913  over  1903  is  63  per 
etnt  and  that  in  operating  expenses  almost  76  per  cent. 

The  ratio  of  expenses  to  total  operating  revenue,  which  in  1903 
Fas  68.67  per  cent  and  in  1910  69.64  per  cent,  had  in  1913  risen  to 
TI.90  per  cent.  Taxes  have  increased  from  about  $14,500,000  to  over 
$31,000,000,  or  114  per  cent. 

The  ratio  of  expenses  to  total  operating  revenue  shows  a  tendency 
continuously  upward.  Compared  with  the  5-year  period  to  1907, 
when  the  average  was  70.18  per  cent,  that  of  the  second  5-year  period, 
to  1912,  inclusive,  was  71.58  per  cent ;  and  compared  with  the  10-year 
iTerage  of  70.95  per  cent  that  of  1913  is  73.90  per  cent.  The  ratio 
of  operating  expenses,  including  taxes,  to  total  operating  revenue 
iows  in  1903  71.65  per  cent,  in  1910  73.04  per  cent,  and  in  1913  77.81 
percent. 

Mr.  Patterson.  Mr.  Commissioner  Prouty,  the  average  as  worked 
0^,  I  find,  is  1.9  per  cent  for  the  10  years. 

Mr.  Brandeis.  As  against  what? 

Commissioner  Prouty.  As  against  1.51  per  cent. 

Mr.  Shrhher.  Out  of  the  total  increase  in  operating  expenses  be- 
tween 1903  and  1913,  amounting  to  $253,997,066,  $111,919,569  is  in 
maintenance  expenditures  and  $118,262,001  in  transportation  costs. 
Of  the  gross  increases  in  maintenance  expenditures  of  $111,919,569, 
maintenance  of  way  and  structures  absorbed  about  $39,300,000  and 
Siaintenance  of  equipment  $72,600,000. 

Mr.  Patterson.  I  did  not  quite  catch  that.  Between  1903  and 
IMS  what  were  your  figures  on  maintenance  of  way  and  structures 
ind  maintenance  of  equipment? 

Mr.  SiiBivER.  Maintenance  of  waj  and  structures  absorbed  about 
S^.300,000  and  maintenance  of  equipment  $72,600,000. 

Mr.  Patterson.  That  is  $111,000,000? 

Mr.  Shriver.  Yes ;  in  total  maintenance  expenditures. 

Mr.  Patterson.  What  was  the  increase  in  transportation  cost  be- 
tween those  two  periods? 

Mr.  Shriver.  There  was  an  increase  in  transportation  cost  of 
1118,262,001. 

Mr.  Patterson.  These  questions  will  also  be  covered  by  operating 
cfficers  and  Mr.  Shriver  will  not  go  into  them. 

Mr.  Shriver.  Maintenance  of  way  per  mile  of  first  track  rose  from 
8.522  in  1903  to  $3,778  in  1913,  or  49.80  per  cent,  and  per  mile  of  all 
tra^  from  $1,399  to  $1,768,  or  26.38  per  cent.  Considering  main- 
tenance of  way  alone,  the  proportion  to  gross  earnings  declined  from 
13.92  per  cent  in  1903  to  13.46  per  cent  m  1913.    The  proportion  of 
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maintenance  of  equipment  expenses  rose  from  14.84  per  cent  in  1903 
to  18.19  per  cent  in  1913.  In  1910  maintenance  of  way  was  12.71  per 
cent  of  gross,  against  a  10-year  average  to  1912  of  12.99  per  cent,  and 
maintenance  of  equipment  was  16.47  ^er  cent  of  gross,  against  16.47 
per  cent  as  10-year  average.  It  is  a  coincidence  that  those  figures  are 
identical. 

Commissioner  Prouty.  Does  vour  maintenance  of  equipment  in- 
clude your  depreciation  charge? 

Mr.  Shriver.  In  this  compilation;  yes. 

Comparing  more  closely  the  maintenance  of  equipment  expen- 
ditures in  1910  and  1913,  a  total  increase  of  about  $32,000,000  is 
shown  in  three  years.  Of  this  increase,  repairs,  renewals,  and  de- 
preciation of  locomotives  accounted  for  something  over  $14,500,000, 
this  being  an  increase  of  38.36  per  cent  over  1910. 

The  cost  per  100  pounds  of  tractive  power  increased  from  9.44 
cents  to  11.24  cents,  or  19.07  per  cent,  and  the  cost  per  locomotive 
from  $2,855  to  $2,617,  or  26.70  per  cent.  Repairs,  renewals,  and  de- 
preciation of  passenger  train  cars  increasea  nearly  $1,500,000,  or 
12.81  per  cent,  there  being  a  slight  decrease  in  the  cost  per  car. 
Repairs,  renewals,  and  depreciation  for  freight-train  cars  increased 
in  the  three  years  almost  by  $9,500,000,  or  19.06  per  cent,  and  the 
average  cost  per  freight-train  car  from  $97.54  to  $107.52,  or  10.23 
per  cent. 

Transportation  expenses,  which  in  1903  were  $182,249,793,  have 
expanded,  until  in  1910,  they  were  $247,523,456,  and  in  1913  reached 
$300,511,794,  an  increase  of  $62,988  over  1910,  or  21.41  per  cent. 

These  statements  are  submitted  to  show  that  with  these  three  sys- 
tems combined  there  has  been  a  tendency  for  increased  exnenses  to 
overcome  increased  gross  earnings,  with  resultant  decreased  operat- 
ing income  and  consequent  lack  of  return  on  new  property  invest- 
ment. 

The  particular  accounts  affected,  and  the  occasion  of  this,  can  and 
will  be  more  clearly  shown  in  the  testimony  which  will  be  presented 
by  each  of  the  three  systems  separately. 

Mr.  Patterson.  I  have  no  more  questions  to  take  up  with  Mr. 
Shriver  now. 

Mr.  Lyon.  I  have  one  question  I  would  like  to  ask  this  witness. 
Are  the  figures  which  you  have  given  in  this  statement  taken  from 
the  annual  reports  made  to  the  Interstate  Commerce  Commission 
or  are  they  speciallv  compiled  from  statements  furnished  you  direct 
from  the  railroads? 

Mr.  SHRrvER.  They  are  statements  furnished  direct  by  the 
railroads. 

Mr.  Lyon.  They  can  not  be  checked  from  the  annual  reports  to 
the  commission. 

Mr.  Shriver.  On  the  contrary,  I  should  think  they  could  be 
checked. 

Mr.  Lyon.  If  I  had  before  me  the  annual  report  of  the  commis- 
sion and  wMited  to  verify  these  statements  it  will  show  there  what 
you  call  income  account,  depreciation  account,  and  so  forth.  Will 
those  figures  appear  in  tne  annual  report  of  the  commission? 

Mr.  Shriver.  Yes.  In  the  10-year  period  these  have  been  ad- 
justed in  different  accoimts,  but  if  the  same  adjustments  were  made, 
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the  reports  made  to  the  commission  for  this  period  should  balance 
with  these  figures. 

Commissioner  Hablan.  Mr.  Willard  spoke  of  an  average  increase 
in  property  investment  account  of  $200,000,000  a  year  for  all  the 
roads.  Your  figures  seem  to  show  an  average  increase  for  these  three 
systems  of  $140,000,000,  leaving  $60,000,000  for  all  the  other  mileage 
in  this  territory.    Is  that  right? 

Mr.  Shhiver.  That  is  the  way  the  figures  work  out. 

Mr.  Patterson.  That  was  for  all  the  roads  in  this  territory, 
$690,000,000.    For  these  three  svstems  it  is  $423,000,000»  is  it  not? 

Mr.  SHRrrER.  $423,000,000;  yes. 

Mr.  Patterson.  We  have  two  sets  of  figures,  both  dealing  with  the 
IQ-year  period  and  also  with  a  3-year  period.  The  figures  that  you 
are  just  referring  to  now  are  from  1910  to  1913. 

Mr.  Shriver.  1  thought  Mr.  Willard  used  a  total  of  $2,000,000. 

Mr.  Patterson.  That  is  for  the  10  years. 

Mr.  SmuvER.  For  the  10  years  1913  over  1903,  or  an  average  of 
$200,000,000  a  year.  The  compilation  shows  $1,980,000,000  for  the 
same  10-year  period,  or  $198,000,000  a  year.      * 

Commissioner  Harlan.  That  leaves  $60,000,000  for  all  the  others. 

Mr.  SuKnrER.  I  think  Mr.  Willard  was  giving  those  figures  in  a 
round  sum  of  about  $2,000,000  a  year. 

Mr.  Butler.  Am  I  correct  in  understanding  that  your  testimony, 
90  far  as  all  of  the  exhibits  that  you  have  offered  are  concerned,  per- 
tains exclusively  to  investments  and  operations  and  revenues  of  all- 
rail  business? 

Mr.  Shriver.  This  is  an  effort  to  segregate  the  property  investment 
employed  in  rail  operations  and  the  income  that  applies  against  that 
property  investment. 

Mr.  Butler.  These  statements  do  not  include  any  fibres  whatever 
with  reference  to  the  lake  carriers,  either  separately  or  m  combination 
with  the  rail  carriers,  do  they? 

Mr.  Shiover.  I  would  not  be  able  to  say  as  to  all  of  these  35  roads 
as  to  just  how  they  handle  it  in  each  case.  As  I  say,  we  have  not  been 
tble  to  check  up  each  separate  road.  In  operations  of  that  kind  im- 
iesB  each  one  ox  those  roads  go  as  an  outside  operation  or  as  company 
owned,  they  would  be  reflected  in  the  income  account  as  other  income 
rather  than  in  this  operating  income. 

Mr.  Butler.  If  you  are  unable  to  state  now,  Mr.  Shriver,  will  you 
endeavor  to  ascertain  during  the  day  and  let  us  know  whether  any 
lake  business  is  in  this  statement? 

Mr.  Shiover.  That  is  to  say,  whether  investment  in  lake-carrying 
equipinent  and  the  income  therefrom  is  in  this  statement? 

Mr.  Butler.  Yes.    Also  operations,  income,  and  expense. 

Mr.  Shriver.  By  that  do  you  mean  boat  lines? 

Mr.  BinxER.  Yes. 

Mr.  Patterson.  Will  you  furnish  Mr.  Shriver  with  the  names  of 
the  boat  lines? 

Mr.  Btttler.  I  only  want  the  boat  lines  interested. 

Mr.  Patterson.  Do  you  refer  to  the  Western  Transit  Co.,  the  Erie 
t  Western  Transportation  Co.,  in  which  the  trunk  lines  are  inter- 
ested? 

Mr.  liTON.  Ifc.  Shriver,  this  term  "  property  investment "  includes 
co6t  of  road  as  reported  to  the  Interstate  Commerce  Commi^ipn. 
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Mr.  Shriver.  Yes:  although  there  is  some  adjustment.  Other  com- 
panies sometimes  take  an  item  of  real  estate  and  it  is  covered  en- 
tirely; but  in  this  case,  at  least  so  far  as  the  three  systems  are  con- 
cerned, where  real  estate  was  held  as  an  investment  or  was  being  used 
for  railroad  purposes,  it  has  been  segregated  and  is  not  included  in 
this  property-investment  figure. 

The  Chairman.  That  seems  to  be  all  with  Mr.  Shriver  at  this  time, ! 
and  we  will  now  take  a  recess  until  2  o'clock. 

(Whereupon,  at  12.80  o'clock  p.  m.,  a  recess  was  taken  until  2 
o'clock  p.  m.) 

AFTER  RECESS. 

Met  at  2  o'clock  p  m.  pursuant  to  the  taking  of  recess. 

Carroll  M[.  Bunting  was  called  as  a  witness  on  behalf  of  the 
Pennsylvania  Railroad  Co.,  and  being  first  duly  sworn,  testified  as 
follows: 

Direct  examination : 

Mr.  Patterson.  Mr.  Bunting,  you  are  the  comptroller  of  the  Penn- 
sylvania Railroad  and  the  lines  east? 
"  Mr.  Bunting.  I  am. 

Mr.  Patterson.  I  offer  you  for  identification  a  10-year  statement 
of  the  Pennsylvania  svstem,  with  printed  analysis  accompanying  the 
same.  I  show  you  also  a  memorandum  to  be  filed  by  you  in  con- 
nection with  the  testimony  which  you  are  about  to  give.  I  offer 
both  those  documents  in  evidence. 

(The  10-year  statement  referred  to  offered  in  evidence,  was 
marked  "  Exhibit  Bunting  No.  1 "  and  will  be  found  set  out  in  full 
at  the  close  of  this  heannff.  The  memorandum  referred  to  was 
marked  "  Exhibit  Bunting  No.  2  "  and  is  forwarded  herewith.) 

Mr.  Patterson.  Will  you  now  please  commence  and  read  the 
memorandum  filed  by  you? 

Mr.  Bunting.  These  statements  cover  all  railroad  corporations 
controlled,  afiiliated  in  interest,  and  operated  as  a  part  of  the  Penn- 
sylvania system  East  and  West,  and  therefore  do  not  include  certain 
roads  noted  upon  the  analysis  accompanying  the  statements,  which 
are  not  a  part  of  the  system,  though  the  Pennsylvania  Railroad  sys- 
tem has  some  stock  interest  therein. 

Of  these  exceptions,  the  Akron  &  Barberton  Belt,  Cherry  Tree  & 
Dixonville,  Indianapolis  Union,  Tylerdale  Connecting,  Washington 
Terminal,  and  Zanesville  Terminal  companies  are  separate  corpora- 
tions, whose  stock  is  owned  jointly  by  companies  included  in  the 
Pennsylvania  system  and  by  other  companies  outside  the  Pennsyl- 
vania system;  therefore,  their  property  and  capital  obligations  are 
not  included  in  the  statements.  To  the  extent  that  the  Pennsylvania 
system  is  engaged  in  transportation  over,  and  uses  the  property  of, 
said  companies,  the  revenues,  expenses,  and  rentals  incident  to  such 
transportation  and  use  are  included  in  the  statements.  The  entire  use 
of  the  property  of  said  companies  is  on  a  joint  facility  or  trackage 
right  basis,  and  the  Pennsylvania  system  has  only  dealt  with  its  share 
of  use.  The  Calumet  Western,  Ceneral  Indiana,  Monongahela,  Pitts- 
burgh, Chartiers  &  Youghioghenyj  Toledo  Terminal,  and  Toledo, 
Peoria  &  Western  Railroad  compames  are  separate  railroad  corpora- 
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tions  whose  stock  is  owned  jointly  by  companies  included  in  the 
Pennsylvania  system  and  by  other  companies  outside  the  system. 
These  companies  are  engaged  in  transportation  and  make  separate 
r^orts  to  the  Interstate  Commerce  Commission. 

The  operations  of  all  of  the  above  are  excluded  from  the  state- 
ments, not  only  for  the  reasons  given,  but  also  because  the  Pennsyl- 
vania system  in  every  instance  owns  less  than  a  majority  of  the  stock. 

The  Cornwall  &  Lebanon  and  the  Susquehanna,  filoomsburg  & 
Berwick  Bailroad  companies  have  recently  been  acquired  by  the 
P^insylvania  £fystem  and,  owing  to  incomplete  data,  their  figures  have 
been  omitted.  Their  total  operating  revenues  are  about  $600,000  per 
anniim. 

Mr.  Patterson.  Roughly  speaking,  then,  of  these  two  classes  of 
companies  which  are  excluded,  the  first  are  known  as  transportation 
companies,  like  the  Washington  Terminal,  the  Cherry  Tree  &  Dixon- 
viUe? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  And  the  second  are  transportation  companies 
in  which  the  Pennsylvania  Railroad  system  has  simply  a  minority 
interest? 

Mr.  Bunting.  A  minority  or  a  half  interest;  less  than  a  ma- 
jority. 

Mr.  Patterson.  Mr.  Bunting,  will  you  please  illustrate  by  refer- 
ence for  instance  to  the  Washington  Terminal,  the  extent  to  which 
the  traffic  passing  over  the  tracks  of  that  companv  is  represented  in 
the  operating  or  financial  statistics  which  are  included  m  your  gen- 
eral ^Atement? 

Mr.  Bunting.  The  Pennsylvania  system  uses  the  Washington 
Terminal  jointly  with  other  companies  under  lease.  It  takes  into 
its  revenue  the  entire  revenue  into  and  over  the  said  Washington 
Terminal  so  far  as  its  own  trains  are  concerned,  and  pays  for  such 
use  its  proportion  based  on  said  use  of  the  expenses  and  rental  on 
four  per  cent  of  the  cost  of  the  Washington  Terminal.  Therefore 
there  is  included  in  the  revenue  to  the  system  the  entire  revenues 
over  the  Washington  Terminal  and  the  expenses  and  rentals  paid, 
but  no  item  in  the  property  investment  account. 

Mr.  Patterson.  Does  this  10-year  statement  include  any  of  the 
property  investment  account  of  the  Erie  &  Western  Transportation 
Co.,  which  is  the  Lake  line,  owned  by  the  Pennsylvania  Kailroad 
system? 

Mr.  Bunting.    None  at  all. 

Mr.  Pattekson.  To  what  extent  would  the  revenue  derived  from 
the  operation  of  the  Lake  line  get  into  the  revenue  of  the  Pennsyl- 
vania ^stem? ' 

Mr.  Bunting.  They  would  come  in  through  other  income  as  in- 
terest on  bonds  or  dividends  on  stocks,  if  any  were  so  held  by  the 
Pennsylvania  system. 

Mr.  Patterson.    And  in  no  other  way? 

Mr.  Bunting.    In  no  other  way. 

Mr.  Patterson.  Will  you  please  have  prepared  a  statement  cov- 
ering the  financial  operations  of  the  Erie  &  Western  Transportation 
Co.  to  the  extent  the  data  are  available,  for  as  long  a  period  as 
possible  f 

Mr.  Bunting.    I  will.  ^         . 
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Mr.  Patterson.    That  is  what  you  wanted,  Mr.  Butler,  was  it  not? 

Mr.  Butler.    Yes,  in  part.    Will  you  also  include  the  Mutual? 

Mr.  Patterson.  Mr.  Bunting  has  nothing  to  do  with  that.  That 
will  be  taken  up  separately.  We  have  no  interest  in  the  Mutual. 
I  am  speaking  now  simply  of  our  own  Lake  line  and  yoiur  request 
in  connection  with  that  will  be  taken  up  at  once. 

Mr.  Butler.    Thank  you. 

Mr.  Paiterson.  Generally  speaking,  Mr.  Bunting,  the  operating 
revenues  of  all  these  companies  in  which  the  Pennsylvania  Kailroad 
has  only  an  indirect  or  infinitesimal  interest,  amounts  to  what  per 
cent?    Could  you  give  some  estimates? 

Mr.  Bunting.    $3,700,000  a  year. 

Mr.  Patterson.    Now,  proceed  with  your  statement. 

Mr.  Bunting.  The  capital  obligations  in  the  statement  include 
only  those  owned  by  the  public  or  by  other  companies  outside  the 
system,  and  the  reason  for  the  exclusion  of  intercorporate  system 
ownerships,  dividens  on  stock  and  interest  on  funded  debt  and  other 
receipts  and  payments  in  connection  therewith  is  a  desire  to  deal 
with  the  question  from  the  viewpoint  of  the  relations  between  the 
railroad  and  the  public  and  avoid  duplication. 

In  property  investment,  the  entire  amount  for  each  company  in 
the  system  has  been  included  as  this  total  represents  investment  in 
Hxe  plant  devoted  to  public  use.  In  this  way,  the  comparison  of 
net  operating  income  with  property  investment,  and  net  corporate 
income  with  capital  stock  outstanding,  is  a  true  reflection  of  actual 
facts  from  such  viewpoint. 

return  on  property  investment. 

The  first  and  one  of  the  most  important  features  is  the  property 
investment  accoimt,  which  represents  the  book  value  of  the  invest- 
ment in  road  and  equipment.  The  return  on  property  investment 
shows  a  declining  tendency  since  1903  and  a  steady  decline  since  1910. 
Thus  between  1903  and  1913  there  has  been  an  increase  in  property 
investment  account  of  $530,750,073,  and  an  increase  in  net  operating 
income  of  $11,860,533,  or  only  2.23  per  cent  on  the  increased  property 
investment. 

Mr.  Patterson.  That  is  1903-1913? 

Mr.  Bunting.  Yes,  sir;  1903-1913. 

Indeed,  between  the  years  1910  and  1913  there  was  an  increase  of 
$207,186,919  in  the  property  investment  and  a  decrease  in  the  net  op- 
erating income  of  $11,485,511.  In  other  words,  the  Pennsylvania 
system  was  $11,485,511  short  of  even  receiving  1  cent  additonal  re- 
turn on  its  enlarged  investment.  The  percentage  of  return  on  prop- 
erty investment  m  1903  was  7.49  per  cent;  in  1910  it  was  7.41  per 
cent,  and  the  average  for  the  10  years,  1903  to  1912,  inclusive,  was 
6.81  per  cent,  while  in  1913  it  had  fallen  to  5.48  per  cent. 

Mr.  Patterson.  That  is  to  say,  between  1903  and  1913,  the  prop- 
erty investment  account  was  increased  $530,000,000,  upon  which  there 
was  a  return  of  2.23  per  cent;  that  is  corect? 

Mr.  Bunting.  That  is  correct. 

Mr.  Patterson.  And  as  between  1910  and  1913  there  was  an  in- 
crease in  the  property  investment  account  of  $207,000,000,  and  a  de- 
crease in  net  operating  revenue  in  that  same  period  of  $11,000,000? 

Mr.  Bunting.  That. is  correct.  r^         I 
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In  compliance  with  the  accounting  regulations  of  the  Interstate 
Commerce  Commission  the  property  investment  account  for  the  years 
1910  to  1913  included  all  expenditures  for  additions  Mid  better- 
ments made  out  of  surplus  subseauent  to  July  1, 1907.  This  account, 
however,  does  not  include  expenaitures  of  this  character  made  prior 
to  1907,  and  which  in  the  case  of  the  Pennsylvania  system  amount  to 
^203^01,337.  While  it  may  be  urged  that  on  account  of  this  change 
in  accounting  methods  the  figures  are  not  on  a  comparative  basis. 
yet  when  put  upon  a  comparative  basis  practically  the  same  rate  oi 
decline  is  shown. 

An  examination  of  the  records  of  the  Pennsylvania  system  back 
to  1887  and  a  restoration  to  the  property  investment  of  all  amounts 
cxp^ided  for  additions  and  betterments  and  charged  to  surplus  or 
inoHne,  show  that  the  downward  tendency  in  the  percentage  return 
on  property  investment  exists  in  practically  the  same  degree,  for, 
calculated  on  this  basis,  the  return  on  property  investment  in  1903 
was  6.66  per  cent  as  against  4.78  per  cent  in  1913. 

Mr.  Patterson.  You  say  that  going  back  to  1887 — ^that  is,  be- 
tween July  1, 1907,  and  1887 — ^the  records  of  the  company  show  that 
there  were  $203,000,000  put  into  road  and  equipment  out  of  income. 
Can  you  go  back  prior  to  1887? 

Mr.  Bunting.  In  only  a  very  few  instances. 

Mr.  Patterson.  You  mean  a  few  instances  of  subsidiary  compa- 
nies of  the  system? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  Go  ahead. 

Mr.  Bunting.  The  miles  of  first  main  track  owned  have  increased, 
1903  to  1913,  only  3.92  per  cent,  while  the  miles  of  all  tracks  owned 
Uve  increased  in  the  same  period  23.07  per  cent,  indicating  that  the 
development  is  intensive  rather  than  extensive. 

The  net  corporate  income  per  cent  of  capital  stock  was  14.07  per 
cent  in  1903,  13.17  per  cent  in  1910,  and  9.64  per  cent  in  1913,  or  a 
drop  of  nearly  one-third  between  1913  and  1903,  and  of  over  one- 
quarter  between  1913  and  1910. 

The  dividends  paid  (per  cent  of  all  stock  outstanding)  were  as 
follows:  1903,  5.62  per  cent;  1910,  6.63  per  cent;  1913,  5.67  per  cent. 

The  annual  surplus  after  payment  of  interest  and  dividends  is  the 
system's  margin  of  safety.  This  has  declined  as  follows:  Per  cent 
of  total  operating  revenues,  1903, 12.55  per  cent:  1910, 10.40  per  cent; 
1913, 6.39  per  cent.  Per  cent  of  total  capital  obdigations,  1903,  3.71 
percent;  1910,  2.91  per  cent;  1913, 1.99  per  cent. 

Mr.  Patterson.  Mr.  Bunting,  will  you  turn  to  this  analysis,  and 
uiswering  in  the  case  of  the  Pennsylvania  the  question  asked  by 
Hr.  Prouty  this  morning  (referring  to  p.  2,  par.  3,  of  the  analysis 
attached  to  the  10-year  statement) ,  what  was  the  10-year  average  of 
nwt^  per  cent  of  total  capital  obligations? 

Mr.  Bunting.  2.49  per  cent. 

Mr.  Pattebson.  In  1903  it  was  what? 

Mr.  Bunting.  3.71  per  cent. 

Mr.  Patterson.  In  1910? 

Mr.  Bunting.  2.91  per  cent 

Mr.  Patterson.  In  1913? 

Mr.  Bunting.  1.99  per  cent. 

Digitized  by  VjOOQ IC 


42  FIVE  FEB  CENT  CASE. 

Mr.  Patterson.  What  did  it  represent  in  money  in  the  year  1913? 

Mr.  Bunting.  For  the  year  1913,  $24,437,000. 

Mr.  Patterson.  The  total  capitalization  for  that  year  was  what? 

Mr.  Bunting.  $1,231,138,000. 

Mr.  Patterson.  What  was  the  amount  of  interest  and  dividends 
paid  during  that  same  period? 

Mr.  Bunting.  $60,236,000. 

Commissioner  McChord.  Have  you  that  same  information  for 
1903  and  1910? 

Mr.  Bunting.  Yes,  sir.  The  total  capital  obligations  of  1903  were 
$789,871,000.  In  1910  they  were  $1,198,000,000.  The  amount  of  in- 
terest in  1903  was  $39,000,000.  In  1910  the  interest  and  dividends 
were  $63,000,000.    Does  that  answer  your  question? 

Commissioner  McChord.  Is  that  the  same  information  which  you 
gave  for  1913? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  Go  ahead,  Mr.  Bunting. 

Mr.  Bunting.  The  total  capital  obligations  of  the  Pennsylvania 
system  June  30,  1913,  $1,231,138,848,  show  an  increase  of  55.87  pr 
cent  over  the  amount  outstanding  June  30,  1903,  and  during  that 
same  period  the  net  corporate  income  has  been  reduced  from  14.07 
per  cent  on  the  capital  stock  outstanding  to  9.64  per  cent.  In  view, 
nowever,  of  the  fact  that  in  recent  years  there  have  been  considerable 
conversions  of  bonds  into  stock,  thereby  necessarily  reducing  the 
rate  earned  on  the  stock,  it  will  be  of  interest  to  see  the  percentage 
relation  for  these  periods  between  the  net  corporate  income  (plus 
interest  on  funded  debt)  and  the  total  capital  obligations. 

Mr.  Patterson.  To  illustrate,  take  the  case  of  a  company  that  has 
$25,000  of  stock  and  $75,000  of  bonds,  and  a  company  that  has 
$75,000  of  stock  and  $25,000  of  bonds. 

Mr.  Bunting.  In  the  former  case,  with  25  per  cent  of  capital 
stock,  total  obligations,  the  same  return  would  be  three  times  as 
much  in  percentage  as  it  would  in  the  former. 

Mr.  Patterson.  That  is,  the  lower  the  capital  is  the  greater  the 
corresponding  percentage  of  return  is  on  the  capital  stock  f 

Mr.  Bunting.  With  exactly  the  same  surplus. 

Mr.  Patterson.  With  exactly  the  same  operating  income  or  rev- 
enue? 

Mr.  Bunting.  Yes. 

The  net  corporate  income  (plus  interest  on  funded  debt)  per  cent 
of  total  capital  obligations  was  8.74  per  cent  in  1903,  8.18  per  cent 
in  1910,  with  an  average  for  the  10  years,  1908  to  1912,  of  7.44  pei 
cent.  It  has  fallen  to  6.88  per  cent  in  1913,  being  a  decrease  of  ovei 
one-fifth  in  10  years. 

It  should  be  noted  also  in  this  connection  that  as  these  figures  an 
made  up  for  the  years  ended  June  30,  the  total  capital  obligations 
include  capital  stock  which  was  issued  during  the  fiscal  year,  but 
which  did  not  participate  in  the  dividend  within  such  vears.  Mak- 
ing the  adjustment  for  this,  the  net  corporate  income  (plus  interest 
on  funded  debt),  was,  in  1903,  8.98  per  cent;  in  1910,  8.54  per  cent: 
and  in  1913, 7.12  per  cent  on  total  capital  obligations. 

Commissioner  Clements.  In  these  statements,  what  do  you  include 
under  that  term  "  capital  obligation  "? 
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Mr.  Bunting.  The  amount  of  capital  stock  outstanding  plus  the 
funded  debt 

Commissioner  Ci/EMents.  It  includes,  then,  simply  all  kinds  of 
stock,  common  and  preferred,  and  bonds? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  It  does  not  include  working  capital? 

Mr.  Bunting.  No. 

Mr.  Brandeis.  Does  it  include  no  short-term  notes? 

Mr.  Bunting.  No  short-term  notes. 

Mr.  Brownell.  You  have  used  the  commission's  classification! 

Mr.  Bunting.  The  classification  of  the  commission  has  been  fol- 
lowed in  that  respect. 

The  increase  in  the  percentage  of  stock  to  total  capital  obligations 
of  the  Pennsylvania  system  from  43.89  per  cent  in  1910  to  50.02 
per  cent  in  1913  was  aue  principally  to  the  issue  of  stock  by  the 
PennsylTania  Raih'oad  Co.  and  conversions  of  bonds  into  stocK. 

The  operating  revenues  of  1913  increased  $47,057,640  over  1910, 
bat  as  the  operating  expenses  increased  $54,492,189  and  taxes 
H,OT9,779,  there  was  a  decrease  in  the  net  operating  income  of 
$11,485,511,  notwithstanding  an  increase  of  $207,186,919  in  the  prop- 
erty investment  account. 

The  average  revenue  per  ton  per  mile  decreased  in  this  three- 
Tear  period  from  6.16  mills  to  6.06  mills,  and  the  average  revenue  per 
ptssenger  per  mile  increased  from  1.815  cents  to  1.825  cents;  the  net 
resalt  of  the  two  being,  on  the  1913  traffic,  equivalent  to  a  decreased 
rerenue  of  $3,828,569. 

Mr.  Patterson.  That  is  for  what  period? 

Mr.  Bunting.  That  is  1910  and  1913. 

Even  admitting  that  the  decline  in  freight  revenue  per  ton-mile 
may  be  partly  due  to  a  change  in  the  character  of  the  traffic  handled, 
the  loss  in  revenue  of  $3,828,569  remains  an  actual  fact.  The  increase 
in  expenditure  is  equalling  an  actual  fact,  both  in  dollars  and  when 
worked  out  as  cost  per  tramc  unit. 

Mr.  Patterson.  Referring  to  this  average  revenue  per  ton  per 
mile  over  a  period  beginning  with  1903  and  terminating  with  1918, 
my  remembrance  is  that  prior  to  July  1, 1908,  switching  revenue  and 
revenue  from  outside  operations  was  included  in  statistics  showing 
the  ton-mile  revenue,  while  subse<iuent  to  that  date,  under  the  regu- 
lations of  the  commission,  those  items  to  which  I  have  referred  are 
excluded? 

Mr.  Bunting..  That  is  right. 

Mr.  Patterson.  That  is  correct,  is  it? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  Have  you  made  any  examination  to  see  whether 
the  inclusion  of  those  figures  prior  to  1907,  or  their  exclusion  sub- 
seonent  to  1907,  in  any  way  substantially  affects  the  result? 

flir.  Bunting.  No  ;  the  restoring  of  them  to  the  accoimt  since  1907 
lias  made  a  very  slight  difference. 

Mr.  Patterson,  ui  other  words,  so  as  to  put  the  periods  on  a  com- 
parative basis? 

Mr.  Bunting.  Yes.  Between  1910  and  1913,  however,  they  are  on 
in  actual  comparative  basis. 

Mr.  Patterson.  These  figures  of  your  revenue  per  ton  per  mile 
comprise  the  figures  of  the  40,  50,  or  whatever  they  are,  companie^r 
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which  are  included  in  the  Pennsylvania  system,  which  are  referred 
to  in  detail  on  the  back  of  this  sheet? 

Mr.  Bunting.  They  include  all  of  those  companies. 

Mr.  Patterson.  Therefore  they  do  not  conform  to  the  lines^  eoust 
figure,  as  reported  to  the  Interstate  CSommerce  Commission,  which 
only  includes  four  companies? 

Mr.  Bunting.  The  only  figures  reported  to  the  Interstate  Com- 
merce Commission  are  for  each  separate  operating  company  of  the 
Pennsylvania  system.  There  are  no  figures  for  lines  east.  This  is  a 
consolidation  of  all  the  figures  reported  to  the  commission. 

Mr.  Patterson.  Therefore  thev  will  differ  from  the  figures,  for  in- 
stance, which  the  bureau  of  railway  economics  has  taken  from  the 
reports  to  the  commission? 

Mr.  Bunting.  I  think  they  will,  slightly,  because  I  do  not  think 
they  have  made  any  compilation,  including  the  whole  system. 

jir.  Patterson.  Now,  go  ahead  with  your  statement. 

Mr.  Bunting.  The  following  table  shows  that  per  million  traffic 
units  (ton-miles  plus  passenger-miles)  the  receipts  were  $48.68  less 
and  the  expenses  were  $417.34  more.  The  result  is  the  profits  are  less 
by  more  than  $500  per  each  million  traffic  units,  and  the  Pennsyl- 
vania system  handled  47,463,335,288  traffic  units  in  1913. 

[Per  mfllion  trafSc  units.] 


lot&l  operating  reyenues 

Operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Transportation  and  traffic 

General 

Outside  operations 

Total  operating  expenses 

Net  operating  re  venue 

Taxes 

H  ire  of  equipment,  rents,  etc 

Net  operating  income 


1910 


18,106.46 


1,029.04 

1,406.66 

2,837.44 

196.30 

223.76 


5,095.19 

2,411.27 

209.96 

27.03 

2,114.28 


1913 


18,057.78 


1,132.48 

1,537.44 

3,028.79 

201.18 

212.64 


6,112.53 

1,945.25 

321.28 

22.96 

1,60  .01 


Increase  (+) 

or 
decrease  (—). 


-l4S.es 


+103.44 
+130.79 
+191 .35 
+  2.88 
—  11.12 


+417.84 
-466.02 
+  61.32 
—  4.07 
-513.27 


Mr.  Patterson.  Then,  with  the  exception  of  hire  of  equipment,  all 
of  the  figures  which  show  decreases  are  in  receipts? 

Mr.  Bunting.  Yes.  Outside  operations^  I  thmk,  show  a  decreased 
loss,  which  is  really  an  increase  in  revenue. 

The  amoimt  of  wages  paid  has  increased  about  $36,000,000  daring 
the  period  1910  to  1913,  approximately  $15,000,000  of  which  is  due 
to  increased  rates  of  pajr,  and  this  is  distributed  throughout  all 
accoimts,  and  is  responsible  for  a  portion  of  the  increase  in  the 
maintenance  of  way  and  structures  and  maintenance  of  equipment 
expenses.  In  addition,  large  expenditures  had  to  be  made  in  these 
accoimts  for  more  substantial  and  heavier  equipment,  the  higher 
standard  of  roadbed  all  through — i.  e.,  more  ties,  installation  of 
tie  plates,  deeper  ballasting  to  take  care  of  the  heavier  equipment 
and  extension  of,  and  more  modem,  interlocking. 

Mr.  Patterson.  If  it  please  the  commission  the  details  with  re- 
spect to  the  increase  of  wages  will  all  be  shown  separately  from  Mr. 
Bimting's  testimony. 
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Mr.  Bunting.  The  following  table  for  the  Pennsylvania  system 
east  shows  the  expenditures  in  the  maintenance  accoimtsx  per  gross 
toQ-mile,  which  means  the  lading  plus  the  weight  of  the  equipment: 


[Per  million  gross  ton-miles.] 


1903 

1910 

1918 

Average, 

^^^tWHinw flf y»y wid stnictureg ....    ,.  ..... 

1399.09 

515.21 

1,202.83 

1377.44 

548.85 

1,062.48 

$387.66 

599.27 

1.118.20 

$371.20 

lUlBteiaoe  of  equipment  ..    < 

568.56 

"SHWW^jT'fUI  fin^  uTB^Q/C ••■•■■••••■            a                   ■•    • 

1,134.54 

Total 

2,117.18 

1,968.77  ;  2,105.13 

2,074.20 

[Per  million  gross  ton-miles.] 

3-year  averages. 

1903-1906 

1908-1910 1 1911-1913 

^'I'Btenancn  of  way  and  stmctnres 

1378.39 

525.48 

1,208.37 

1361.75 

554.22 

1,115.98 

$371.20 

l^Mnaooe  of  eqnfpment. . . 

568.65 

Tt^canri  ^nffpnflat^n 

1,184.54 

Total 

2,112.24 

2,031.95 

2,074.29 

Mr.  Patterson.  In  that  connection  will  you  turn  to  the  10-year 
statement,  Bunting  Exhibit  No.  1,  under  the  heading  of  paragraph  B, 
«xpeiises.  Your  maintenance  of  way  and  structures  was  what 
in  1903? 

Mr.  Bunting.  In  money? 

Mr.  Patterson.  Yes. 

Mr.  Bunting.  $29,060,000. 

Mr.  Patterson.  In  1910? 

Mr.  Bunting.  It  was  $42,500,000. 

Mr.  Patterson.  In  1911  ? 

Mr.  Bunting.  $40,900,000. 

Mr.  Patterson.  In  1912? 

Mr.  Bunting.  $41,685,000. 

Mr.  Patterson.  In  1918? 

Mr.  Bunting.  $53,750,000. 

Mr.  Patterson.  That  is,  between  1910  and  1913,  you  have  had  an 
increase  of  maintenance  of  way  expenses  of  $11,000,000,  approxi- 
Bttely? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  Give  me  now  those  same  figures  for  maintenance 
of  c^pment. 

Ifr.  Bunting.  1903,  $37,499,000;  1910,  $58,197,000;  1911,  $57,700,- 
OOO;  1912,  $62,799,000 ;  1913,  $72,900,000. 

Mr.  Patterson.  Then  you  got  an  increase  of  $14,800,000,  1918 
ov»  1910,  in  maintenance  of  equipment? 

Mr.  Bunting.  That  is  correct. 

Mr.  Patterson.  The  gross  increase,  maintenance  of  way,  and 
nuuntenance  of  equipment  was  approximately  $26,000,000  during 
dune  three  years? 

Mr.  BuNTiNa  That  is  correct. 
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Mr.  Patterson.  That  also,  gentlemen,  will  be  dealt  with  sepa- 
rately later  on.    Proceed,  Mr.  Bunting. 

Mr.  Bunting.  A  comparison  of  the  maintenance  accounts,  as  be- 
tween different  periods,  involves  consideration  of  the  weight  of  the 
equipment  during  those  periods,  and  thus  the  average  weight  of  all 
locomotives  (linep  east)  on  December  31,  1909,  was  160,927  pounds, 
and  on  December  31,  1912,  169,438  pounds,  an  increase  of  8,511 
poimds. 

Mr.  Patterson.  That  is  locomotives  owned,  I  assume? 

Mr.  Bunting.  That  is  locomotives  owned ;  yes. 

The  average  weight  of  all  passenger  cars  on  December  31,  1909, 
was  67,609  poimds,  and  on  December  31,  1912,  78,153  pounds,  an 
increase  of  10,544  poimds,  and  the  average  weight  of  all  freight  cars 
on  December  31,  1909,  was  37,603  poimds,  on  December  31,  1912, 
38,834  pounds,  an  increase  of  1,231  poimds. 

Mr.  Patterson.  That  is  cars  owned  only? 

Mr.  Bunting.  That  is  only  cars ;  yes. 

Of  the  increase  of  $14,774,549  in  maintenance  of  equipment  ex- 
penses in  1913  over  1910,  $11,521,179  was  due  to  repairs  to  equip- 
ment and  $1,110,221  was  due  to  renewals  and  depreciation. 

There  has  also  been  an  increase  in  the  average  number  of  tons  per 
loaded  car,  1910  to  1913,  of  1.02  tons,  and  an  increase  in  the  average 
daily  mileage  of  freight  cars  (system  east)  from  25.80  to  27.35 
per  car. 

Mr.  Patterson.  Various  other  statistics,  Mr.  Bunting,  in  connec- 
tion with  freight-car  capacity  and  number  of  loaded  cars  per  train, 
and  so  on,  are  contained  in  the  bureau  statements,  which  wiU  be  dealt 
with  at  another  time. 

Mr.  Bunting.  Yes. 

Transportation  expenses  are  affected  to  a  greater  degree  than  other 
departments  of  expense  by  increases  in  wages,  and  they  also  have 
the  added  borden  of  the  cost  of  hours-of -service  law,  the  cost  of  extra- 
crew  laws,  and  increased  cost  of  fuel.  On  the  other  hand,  transporta- 
tion expenses  have  been  kept  down  by  the  increased  lading  per  car, 
the  increase  in  the  train  load  and  the  decrease  in  the  number  of 
pounds  of  fuel  per  thousand  ton-miles,  most  of  which,  except  pos- 
sibly the  latter,  has  been  made  possble  through  the  additional  outlay 
represented  in  property  investment  account. 


I    1903    ,    1910  1913 

I  : 

Tons  per  loaded  car-mile i    21.14  |    34.00  25.71 

Train  load  (tons) |  436.32  !  523.21  582.00 

Poundsof  fuel  consumed  per  1,000  traffic  ton-miles I  765         732       ,  727 


Mr.  Patterson.  By  the  unit  of  use,  then,  the  fuel  consumed  has 
decreased  between  those  periods  ? 

Mr.  Bunting.  Yes. 

Taxes  have  increased  $4,079,779,  as  between  1910  and  1913,  and 
there  has  been  an  increase  in  taxes  per  mile  of  first  main  track,  per 
mile  of  all  main  tracks,  per  mile  of  all  tracks,  as  well  as  an  increase 
in  the  ratio  to  total  operating  revenue,  and  a  still  greater  increase  in 
the  ratio  to  net  operating  revenue. 
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Mr.  Patterson.  What  does  the  increase  in  taxes  amount  to,  1903- 
1913,  on  the  Pennsylvania  system?  Take  the  three  periods,  1903, 
1910,  and  1913,  what  were  the  taxes  in  those  periods? 

Mr.  Bunting.  The  taxeg  in  1903  amoimted  to  $6,700,000.  In 
1910  they  amounted  to  $11,500,000,  and  in  1913  they  amounted  to 
$15^,000. 

Mr.  Patterson.  That  is,  there  has  been  an  increase  of  $9,000,000 
in  taxes  in  a  period  of  10  years? 

Mr.  Bunting.  Yes. 

Mr.  Patterson.  That  is,  it  will  amoimt  now  to  an  increase  of  that 
per  year? 

m.  Bunting.  That  will  be  a  continuing  increase  over  1903,  of 
course. 

The  result  compared  with  1910  of  the  increase  in  expenses,  which 
5  greater  than  the  increase  in  operating  revenue,  is  a  decline  of 
$11,485,511  in  net  operating  income  in  1913,  notwithstanding  an  in- 
crease of  $207,186,919  in  the  property  investment  account  for  the 
same  period. 

Samming  up  the  operations  we  have,  comparing  1913  with  1910, 
in  increase  in  tonnage,  but  a  decrease  in  the  average  revenue  per  ton 
per  mile,  an  increase  in  operating  revenues  of  14.03  per  cent,  an 
bcr^se  of  23.13  per  cent  in  operatmg  expenses,  an  increase  of  36.53 
per  cent  in  taxes,  and  a  decrease  of  13.13  per  cent  in  net  operating 
ioome,  with  an  increase  of  17.56  per  cent  in  the  property  investment 
iccount. 

Comparison,  191S  with  1910, 

[Increase  plus  (+);  decrease  minus  (— ).] 


Amount. 


/aperty  inveetment +  1207,186,919 

SpstdDgrereniies +     47,067,640 

^aotinsexpenaes !+     64,492,139 

^ '+        4,079,779 

Sacpastin^  income i—     11,486  611 

^afeimtts +6  090  683  461 


Per  cent. 


+17 .5ft 
+14.03 
+23.13 
+36.63 
-13.13 
+14.72 


Mr.  Patterson.  As  to  the  figures  you  have  just  given,  roughly 
^king,  it  comes  to  this :  $207,000,000  has  gone  in  the  development 
&f  the  property,  in  road  and  equipment,  me  property  investment 
lecoimt;  that  the  traffic  imits  durmg  that  period  have  increased 
t6i)90,0OO,000  odd. 

Mr.  BiTNTiNG.  That  is  right. 

Mr.  Patterson.  And  the  net  operating  income  is  $11,000,000  less? 

Mr.  Bunting.  That  is  correct. 

During  the  period  of  1908-1913  the  total  capital  obligations  have 
increased  56  per  cent  and  the  property  investment  account  has  in- 
creased 62  per  cent,  as  against  a  23  per  cent  increase  in  the  mileage 
of  all  tracl^  owned,  showing  that  the  property  investment  per  mfle 
lus  considerably  increased.  The  increase  in  the  property  investment 
iccount  per  mile  is  due  to  many  things;  larger  and  more  expensive 
terminals  and  stations  for  both  passenger  and  freight ;  elimination  of 
flirves,  grades,  and  crossings;  heavier  and  improved  bridges,  rails^ 
t^  signals,  interlocking,  etc.,  and  generally,  a  more  substantial 
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standard  of  roadbed  to  carry  the  heavier  equipment,  which  is  shown 
by  the  increase  in  the  total  tractive  power  of  locomotives,  amounting 
to  80  per  cent,  as  between  1903  and  1913,  and  the  increase  in  total 
capacity  of  freight  cars  of  62  per  cent,  as  well  as  by  the  substitution 
of  steel  for  wooden  cars. 

Mr.  Patterson.  Those  matters,  also,  sir,  will  be  dealt  with  in 
detail  later  on. 

Mr.  Bunting.  As  between  1910  and  1918  the  tons  carried  1  mile 
have  increased  5,436,789,223,  or  14.52  per  cent,  and  the  passengers 
carried  1  mile  increased  653,794,238,  or  16.62  per  cent,  the  total 
freight  and  passenger  imits  carried  1  mile  have  increased  6,090,- 
683,461,  or  14.72  per  cent. 

Even  if  the  total  freight  revenues  of  the  Pennsylvania  system  in 
1913  had  been  greater  by  5  per  cent,  the  return  from  operations  upon 
the  property  investment  would  have  been  6.42  per  cent,  or  only  about 
1  per  cent  greater  than  the  percentage  actually  realized.  The  return 
from  operations  even  then,  including  5  per  cent  additional,  would 
still  have  been  nearly  $14,000,000  short  of  the  amount  necessary  to 
give  the  same  return  upon  the  property  as  that  earned  in  1910, 
namely,  7.41  per  cent. 

Mr.  Patterson.  That  is,  if  your  operating  revenues  had  been  in- 
creased by  5  per  cent,  you  would  still  be  $14,000,000  short  of  getting 
the  same  return  in  your  property  investment  to-day  as  you  got 
in  1910? 

Mr.  Bunting.  Exactly. 

Mr.  Patterson.  Does  anybody  want  to  ask  Mr.  Bunting  any 
questions? 

Cross-examination : 

Mr.  Lyon.  I  have  just  one  question.  Will  you  turn  to  your  page  4 
and  explain  to  me  how  you  arrived  at  the  figure  there  of  $3,828,000? 

Mr.  Bunting.  At  the  bottom  of  page  4? 

Mr.  Lyon.  Yes. 

Mr.  Bunting.  By  taking  the  difference  between  the  average  return 
per  ton  per  mile  in  those  two  years  and  multiplying  it  by  the  tons 
carried  1  mile  in  1913. 

Mr.  Lyon.  What  does  that  indicate  after  you  multiply  it— that 
you  would  have  earned  that  much  more? 

Mr.  Bunting.  Had  we  gotten  the  same  average  return  in  1913  as 
we  had  in  1910. 

Mr.  Lyon.  That  is  on  the  theory  that  the  traffic  was  of  identically 
the  same  character  one  year  and  the  other? 

Mr.  Bunting.  No  ;  there  is  no  theory  about  it. 

Mr.  Lyon.  I  did  not  understand  it,  that  is  all. 

Mr.  Bunting.  It  is  an  actual  fact.  We  do  not  know  what  may 
have  caused  it.  It  may  have  been  a  change  in  the  character  of  traffic, 
or  a  longer  or  shorter  haul.  The  fact  is,  the  average  receipts  per  ton 
per  mile  were  less  in  1913  than  they  were  in  1910;  therefore  the 
revenue  we  i^eceived  for  hauling  the  traffic  was  that  much  less, 

Mr.  Lyon.  Does  that  mean  if  there  is  a  decrease  in  your  revenue  per 
ton  per  mile  that  you  may  figure,  when  you  multipy  that  difference 
by  the  ton-miles,  that  it  means  the  Pennsylvania  Railroad  received 
tnat  much  less  money  in  1913,  compared  with  the  former  year? 
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Mr.  Bunting.  It  certainly  does,  unless  their  expenses  are  cor- 
respondingly reduced. 

Mi.  Lyon.  Suppose  the  character  of  your  traffic  chanced  entirely  ? 

Mr.  Bunting.  Then  unless  the  expenses  are  reduced  oy  the  char- 
acter of  the  traffic  changing,  you  certainly  are  that  much  behind 
hand. 

Mr.  Lyon.  I  get  your  view  of  it,  anyway.    I  did  not  understand  it. 

Mr.  Butler.  1  want  to  ask  you  just  a  question.  With  reference  to 
the  last  paragraph  on  page  2,  have  you  prepared  any  statement 
which  shows  how  much  of  the  surplus  accruing  subsequently  to  July 
1,  1907,  has  been  charged  into  capital  account,  and.  how  much  of 
capital  account  has  been  represented  by  the  sale  of  bonds  and  stocks? 

Mr.  Bunting.  No;  I  do  not  think  t  have  prepared  any  statement 
of  that  sort.  I  think  it  is  shown  on  the  10-year  statement,  though. 
In  other  words,  the  amount  of  this  property  investment  that  ■  has 
Iteen  met  out  of  income  or  surplus  is  shown  each  year  in  the  10-year 
statement. 

Mr.  Butler.  Is  there  anything  to  supplement  that,  showing  what 
vou  realized  from  the  sale  of  bonds  or  stocks  subsequent  to  July 
1.1907? 

Mr.  Bunting.  No;  but  it  could  be  very  easily  worked  up. 

Mr.  Patterson.  Do  you  want  that  statement  worked  up,  Mr. 
Bntler? 

Mr.  Butler.  I  was  merely  inquiring  as  to  whether  that  informa- 
tion was  available.  It  seems  to  me  it  is  important.  Will  you  also 
show  the  realization  by  the  company  on  the  par  value  of  the  sale  ? 

Mr.  Patterson.  We  will  have  that  done.  That  is  all,  Mr.  Bunting, 
unless  soiTie  one  has  questions. 

(Witness  excused.) 

testimony  on    behalf   of   new    YORK   CENTRAL   LINES. 

Mr.  Butterfield.  If  the  commission  please,  the  next  witness  will 
k  ilr.  Wishart,  the  statistician  of  the  New  York  Central  lii;ies.  He 
has  prepared,  as  did  Mr.  Bimting,  a  10-year  statement  of  the  financial 
and  operating  results  of  the  New  York  Central  system,  and  a  sum- 
mary thereof,  which  I  will  ask  to  have  marked  as  "  Wishart  Exhibit 
No/l  ";  he  has  also  prepared  an  outline  of  his  testimony,  which  I  will 
also  have  marked  as  "  Wishart  Exhibit  No.  2." 

(The  10-year  statement  referred  to,  offered  in  evidence,  was  marked 
'^Exhibit  Wishart  No.  1,"  and  will  be  found  set  out  in  full  at  the 
Hose  of  this  hearing.  The  outline. of  testimony  referred  to,  offered 
in  evidence,  was  marked  "Wishart  Exhibit  No.  2,"  and  is  forwarded 
herewith.) 

William  C.  Wishart  was  called  as  a  witness  on  behalf  of  the 
Xpw  York  Central  lines,  and,  being  first  duly  sworn,  testified  as 
follows : 

Direct  examination : 
Mr.  Bxttterfield.  Mr.  Wishart,  you  are  the  statistician  of  the 
New  York  Central  lines? 
Mr.  Wishart.  Yes. 

4010e— S.  Doc.  466, 63-2— vol  1 4 
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Mr.  BuTTERFiELD.  With  headquarters  in  New  York? 

Mr.  WisHART.  Yes. 

Mr.  BuTTERFiELD.  How  loHg  have  you  occupied  that  position? 

Mr.  WisHART.  I  was  employed  in  March  of  this  year. 

Mr.  BuTTERFiELD.  This  year  ? 

Mr.  WiSHART.  Yes. 

Mr.  BuTTERFiELD.  What  was  your  occupation  immediately  prior 
to  that? 

Mr.  WisiiART.  Statistician  of  the  Public  Service  Commission, 
second  district,  of  New  York. 

Mr.  BuTTERFiELD.  The  State  of  New  York? 

Mr.  WiSHART.  Yes,  sir. 

Mr.  BuTTERFiELD.  For  how  long  were  you  the  statistician  of  the 
public  service  commission? 

Mr.  WiSHART.  About  two  and  one-half  years. 

Mr.  BuTTERFiELD.  Prior  to  that  what  was  your  occupation? 

Mr.  WiSHART.  I  was  examiner  of  accoiftits  for  the  Interstate 
Commerce  Commission. 

Mr.  BuTTERFiELD.  How  long  were  you  engaged  with  the  Interstate 
Commerce  Commission  ? 

Mr.  WiSHART.  About  a  year  and  a  half. 

Mr.  Bun^RFiELD.  I  understand  you  have  prepared  the  paper  I 
referred  to  as  Wishart  Exhibit  No.  1,  being  a  10-year  statement  of 
the  financial  and  operating  results  of  the  New  York  Central  system 
as  a  whole,  accompanied  by  a  summary  thereof. 

Mr.  WiSHART.  Yes. 

Mr.  BuTTERFiELD.  You  havc  also  reduced  to  writing  an  outline  of 
your  study  and  analysis  of  that? 

Mr.  WiSHART.  Yes,  sir. 

Mr.  BuTTERFiELD.  I  wiU  ask  you,  Mr.  Wishart,  to  read  that 
analysis. 

Mr.  WiSHART.  The  New  York  Central  lines,  since  Jime  30,  1910, 
have  added  $159,000,000  to  the  property  which  they  devote  to  public 
use.  The  gross  operating  revenues  have  increased  $49,000,000,  net 
operating  income  has  increased  $3,765,590,  and  other  income  has 
increased  slightly,  and  yet  the  whole  system  had  in  the  year  just 
closed  $3,284,730  less  net  corporate  income  than  in  1910.  The  divi- 
dends declared  in  1913  were  over  $4,000,000  less  than  in  1910,  notwith- 
standing the  increase  of  $49,000,000  in  the  gross  operating  revenue. 

In  other  words,  since  June  30,  1910,  there  has  been  added  to  the 
property  investment  about  $1,000,000  a  week,  while  the  net  corporate 
mcome  in  1913  was  less  by  about  $63,000  a  week  than  in  1910,  indi- 
cating that  expansion  ox  business  has  caused  a  net  loss  to  the 
stockholders. 

The  road  has  been  extended  less  than  60  miles,  and  only  about 
$16,000,000  of  the  amount  expended  has  gone  into  the  Grand  Central 
Terminal  during  these  three  years.  The  money  has  been  spent  for 
improvements  and  additional  facilities  required  to  render  adequate 
public  service.  And  the  additional  facihties  have  been  necessary 
to  enable  the  road  to  handle  the  enormous  increase  in  traflSic. 

In  the  freight  service  alone  this  increase  represents  the  addition 
of  67  tons  (or  14  per  cent)  to  the  load  of  every  train,  and  the  nui- 
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ning  of  24,711  more  freight  trains  than  in  1910.  And  yet  there  is  left 
to  ^ow  for  this  service  $9,000  a  dav  less  than  there  was  in  1910. 

In  the  statement  for  the  New  York  Central  lines  there  are  included 
the  New  York  Central  &  Hudson  River  Railroad  Co. ;  the  Michigan 
C^tral;  the  Lake  Shore;  the  Pittsburgh  &  Lake  Erie;  the  Big 
Four;  the  New  York,  Chicago  &  St.  Louis;  the  Lake  Erie  & 
Western;  the  Chicago,  Indiana  &  Southern;  and  the  Toledo  &  Ohio 
Central,  and  other  operating  companies,  together  with  their  leased 
»nd  operated  lines.  A  full  list  oi  the  corporations  included  in  the 
system  statement  is  submitted  with  this. 

Mr.  BuTTERFiEU).  How  many  corporations  are  there  in  all? 

Mr.  WiSHART.  There  are  148  names  occurring  in  this  list.  Of 
those  some  have  been  merged  or  consolidated  within  the  10  ^rears 
covered  by  the  statement.    There  are  now  about  95  or  96  corporations. 

For  the  purpose  of  eliminating  duplications,  the  figures  for  the 
a>rporations  in  the  system  have  been  combined  so  as  to  exclude  all 
intercorporate  holdings  of  stocks  or  bonds.  Trackage  rights  be- 
tween roads  within  the  system  have  been  eliminated  from  the  mileage 
statistics.  Where  operating  companies  have  come  into  the  system 
during  the  period,  ngures  have  been  taken  for  these  companies  as 
reported  to  the  Interstate  Commerce  Commission  prior  to  their 
acquisition.  Where  it  was  not  possible  to  secure  exact  data  for  all 
the  jears  of  the  period,  the  statement  is  made  on  the  basis  of  the 
orbeet  obtainable  information.  Two  Canadian  roads,  the  Ottawa 
i  New  York  and  the  Toronto,  Hamilton  &  Buffalo,  whose  reports 
^ere  not  available,  are  not  included.  Several  terminal  companies 
in  which  one  or  more  of  the  system  companies  have  part  interest 
through  ownership  of  stock,  but  which  are  operated  independently, 
ire  not  included.  The  Grand  Central  Terminal  and  other  terminals 
owned  are  included. 

Mr.  BuTTERFiELD.  Mr.  Wishart,  let  me  interrupt  you  there  for  a 
BHHnent,  to  ask  if  the  figures  embrased  in  your  10-year  statement  of 
the  New  York  Central  system  are  secured,  a§  far  as  it  was  possible 
to  secure  them,  from  reports  on  file  with  the  Interstate  Commerce 
Commission  ? 

Mr.  Wishart.  I  had  to  depend  upon  those  reports  for  the  informa- 
tion tiiat  I  obtained^  largely.  In  one  or  two  cases  where  there  were 
snail  companies  which  did  not  make  reports,  probably  in  the  earlier 
part  of  this  period,  I  had  to  refer  to  the  reports  to  the  stockholders. 

This  consolidated  statement  brings  out  some  significant  facts. 
The  fitst  is  the  low  average  rate  of  return  which  the  whole  system  is 
ible  to  earn  upon  the  mvestment  in  road  and  equipment.  The 
Highest  rate  for  any  year  of  the  11  reported  was  that  of  1910,  when 
the  rate  was  only  5.89  per  cent.  The  average  for  the  first  10  years 
was  5.07  per  cent,  and  for  1913  the  rate  was  only  5.47  per  cent. 

This  rate  of  return  is  based  upon  a  property  mvestment  that  will 
ctHnpare  favorably  with  any  other  road  of  the  same  class  in  the 
United  States.  At  the  close  of  the  period  covered,  this  investment, 
irhich  includes  the  cost  of  equipment^  reached  a  total  of  $52,142 
per  mile  of  all  tracks,  or  $78,740  per  mile  of  all  main  tracks.  These 
Ems  serve  22  of  the  50  cities  in  the  United  States  having  a  popula- 
tion of  100,000  or  more.    Located  as  they  are  in  the  most  densely 
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populated  section  of  the  country,  it  follows  that  the  enlargement  of 
its  terminals  and  other  track  facilities,  which  is  constantly  m  process, 
involves  relatively  high  costs. 

Another  significant  fact  is  the  growth  in  traffic.  While  the  aver- 
age revenue  per  ton-mile  and  per  passenger-mile  has  remained  at 
practically  the  same  level,  passenger  miles  have  increased  53  per 
cent  and  ton-miles  66  per  cent.  To  take  care  of  this  growth  in  traffic 
it  has  been  necessary  to  increase  the  investment  52  per  cent.  This 
indicates  a  greater  utilization  of  capital,  but  capital  costs  a  great 
deal  more  than  it  did  in  the  first  years  of  the  period. 

The  year  1913  shows  a  large  increase  in  operating  revenues — 18.76 
per  cent  over  1910 — but  operating  expenses  increased  23.59  per  cent, 
and  taxes  32.28  per  cent,  leaving  the  operating  income  only  4.91  per 
cent  greater  than  it  was  in  1910.  This  latter  increase  was  more  than 
absorbed  by  the  larger  expenditures  classed  as  "other  deductions" 
from  income  and  by  higher  fixed  charges,  so  that  the  net  corporate 
income  was  7.52  per  cent  less  than  1910.  During  1913  the  New  York 
Central  lines  increased  their  earnings  from  operations  by  nearly 
$49,000,000  over  1910,  but  after  paying  out  necessary  expenses  they 
had  less  net  corporate  income  than  in  1910  by  $3,284,730. 

Instead  of  the  added  revenue  since  1910  being  sufficient  to  meet 
the  increased  expenses,  the  system  in  1912  sustained  a  loss  of  5.14 
per  cent  in  operating  income  and  of  5.59  per  cent  in  net  operating 
income.  The  figures  for  1911  were  even  lower  than  those  for  1912. 
The  net  corporate  income  was  29  per  cent  less  in  1912  than  in  1910, 
while  the  amount  of  dividends  decreased  8.79  per  cent. 

The  year  1913  shows  some  improvement  in  respect  of  operating 
income  and  net  operating  income,  both  having  increased  over  1910 
by  a  small  percentage;  but,  as  has  just  been  pomted  out,  the  increase 
in  fixed  charges  more  than  offset  the  gain  in  these  items. 

TAXES. 

Taxes  ha^  e  grown  at  a  rate  greater  than  either  revenues  or  oper- 
ating expenses.  In  1913  they  absorbed  14.4  per  cent  of  the  net  oper- 
ating revenue.  .  In  that  year  taxes  required  an  amount  equal  tc 
64.5  per  cent  of  the  total  dividend  disbursements. 

NET    CORPORATE    INCOME. 

If  we  take  the  total  sum  of  income  available  for  payment  of  inter 
est  and  dividends  and  refer  it  to  the  total  amount  of  capital  obliga 
tions  outstanding,  we  find  that  the  percentage  of  income  to  obliga 
tions  was,  in  1903, 5.39  per  cent ;  in  1910, 6.29  per  cent ;  and  in  1913, 5.9i 
per  cent,  and  but  5.35  per  cent  for  the  10-year  average.  Out  of  this  mus 
come  not  merely  the  interest  and  dividends  paid,  but  also  the  surplu 
or  margin  necessary  to  furnish- reasonable  security  for  the  continu 
ance  of  these  pajTnents. 

The  net  corporate  income  shows  an  average  ratio  to  capital  stocl 
outstanding  for  the  10  years  of  8.68  per  cent.  In  1903  it  was  7.9< 
per  cent;  in  1910,  11.59  per  cent;  and  in  1913,  11.08  per  cent.  Thi 
apparentlv  high  ratio  is  due  entirelv  to  the  small  proportion  bon^ 
by  capital  stock  to  total  capital  obligations.  This  proportion  o| 
stock  to  total  capital  obligations  has  fallen  from  34.69  per  cent  ii 
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1903  to  27.71  per  cent  in  1913,  mainly  by  reason  of  elimination  of 
stocks  acquired.  The  average  dividends  paid  on  capital  stock  were 
5iO  per  cent  in  1903,  6.35  per  cent  in  1910,  5.44  per  cent  in  1913,  and 
in  average  of  5.54  per  cent  for  the  10  years. 

In  the  10  years  to  1913  the  increase  in  accumulated  surplus  was, 
in  round  figures,  $30,000,000,  not  enough  to  maintain  the  ratio  of 
i^  per  cent  that  the  surplus  had  to  total  capital  obligations  out- 
standing in  1903,  the  ratio  in  1913  being  6.6  per  cent. 

CAPITAL   OBLIGATIONS   AND   INVESTMENT. 

The  capital  obligations  during  the  10  years,  1903-1913,  have  in- 
OBased  57.68  per  cent,  while  the  property  investment  has  increased 
E13  per  cent.  That  the  investment  per  mile  of  all  tracks  owned  has 
increased  22.58  per  cent  is  attributaDle  largely  to  the  demands  for 
lerminals,  electrification  of  urban  lines,  rails,  bridges,  signals,  rolling 
aork,  and  other  improvements  which  increase  the  cost  per  mile. 

The  capital  obligations  outstanding  should  be  compared  with  the 
property  investment  account  with  due  consideration  to  other  invest- 
ments which  are  not  represented  in  the  statement. 

The  consolidated  balance  sheet  for  1912  shows  investments  other 
than  those  in  subsidiary  companies,  having  a  book  value  of 
^,790,632.  In  addition  to  this,  all  of  these  companies  necessarily 
eirry  working  assets,  including  material  and  supplies,  the  net  total 
value  of  which  amounts  to  many  millions.  These  facts  indicate  that 
the  relation  of  the  capital  obligations  outstanding  to  the  property  of 
the  corporation  as  shown  on  the  statement  is  conservative. 

The  cost  of  conducting  railway  operations  tends  to  increase  con- 
^ntly.  This  is  reflected  in  higher  wages,  higher  prices,  and  higher 
inter^.  The  following  computation  has  been  made  from  the  reports 
of  the  New  York  Central  &  Hudson  River  Eailroad,  showing  the 
oonsumption  of  rails,  the  price  of  which  has  not  risen  within  the 
10  years,  but  has  risen  greatly  since  1898. 

Rails  laid  per  mile  of  main  track  operated: 

Tods. 

'm 6.46 

3)5 9.80 

1907 9.80 

MO 11.69 

m 12.49 

The  best  type  of  passenger  locomotives  cost  $20,770  in  1903 ;  $25,050 
in  1912. 

Freight  locomotives  increased  in  cost  from  $19,243  to  $27,350  each 
ai  the  same  time. 

In  1903  passenger  cars  cost  $10,860  and  to-day  $17,050.  The  new 
f'nes  are  steel,  but  carry  no  more  passengers. 

A  box  car  cost  $841  as  against  $872,  and  a  coal  car  $779  as 
against  $876. 

In  1903  the  New  York  Central  &  Hudson  River  Eailroad  was  able 
to  borrow  money  with  which  to-  make  improvements  at  a  rate  of  a 
little  more  than  3^  per  cent  per  annum.  To-day  that  road  is  paying 
oearly  5  per  cent  upon  borrowed  money.  At  this  rate  a  new  pas- 
smger  car  in  1903  reauired  an  annual  outlay  of  about  $400  for  inter- 
«t.  whereas  to-day  the  road  must  find  nearly  $850  a  year  for  a  car 
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of  the  same  capacity.  Freight  locomotives  have  increased  1.4  tons* 
or  3  per  cent,  in  tractive  power,  but  require  an  annual  outlay  oi 
$1,367  for  interest  against  $692  in  1903. 

The  10-year  statement  shows  the  great  increase  in  the  plant  and 
the  traffic,  the  rise  in  expenses,  taxes,  and  fixed  charges,  and  that 
increased  business  brings  no  greater  return.  It  does  not  reflect  the 
problems  immediately  ahead  of  the  management,  such  as  finding 
revenues  out  of  which  to  enlarge  the  plant  to  take  care  of  the  greater 
business,  and  to  provide  facilities  or  the  character  that  the  public 
will  require. 

Mr.  BuiTERFiELD.  Thcu  follows  this  list  of  the  corporations  in- 
cluded in  the  statement. 

Mr.  WisiiART.  Yes. 

Mr.  BuTTERFiELD.  And  also  a  list  of  the  corporations  with  which 
the  New  York  Central  system  has  some  connection,  which  are  ex- 
cluded from  the  statement. 

Mr.  WisnART.  Yes. 

(The  lists  referred  to  are  as  follows:) 


Battle  Creek  &  Sturgls  Railway. 

Bay  City  &  Battle  Creek  Railway. 

Beaver  &  Ell  wood  Railroad. 

Beech  Creek  Railroad. 

Beech  Creek  Extension  Railroad. 

Benton  Harbor  Extension. 

Boston  &  Albany  Railroad. 

Buchanan  &  St.  Joseph  River  Railroad. 

Buffalo  Erie  Basin  Railroad. 

Cairo,  Vincennes  &  Chicago  Railway. 

Canada  Southern  Railway. 

Canada  Southern  Bridge  Co. 

Carthage  &  Adirondack  Railway. 

Carthage.  Watertown  &  Sackets  Har- 
bor Railroad. 

Central  Trunk  Railroad. 

Cherry  Tree  &  Dlxonville  Railroad 
(half). 

Chester  &  Becket  Railroad. 

Chicago,  Indiana  &  Southern  Railroad.^ 

Chicago,  Indianapolis  &  St.  Louis 
Short  Line  Railway. 

Chicago,  Kalamazoo  &  Saginaw  Rail- 
way.* 

Chicago  &  State  Line  Railroad. 

Cincinnati,  La  Fayette  &  Chicago  Rail- 
road. 

Cincinnati   Northern  Railroad.* 

Cincinnati,  Sandusky  &  Cleveland  Rail- 
road. 

Cincinnati.  Wabash  &  Michigan  Rail- 
way. 

Cincinnati  &  Southern  Ohio  River 
Railroad. 

Cincinnati  &  Springfield  Railway. 

Clearfield  Southern  Railroad. 

Cleveland,  Cincinnati.  Chicago  &  St. 
Louis  Railway.* 

Cleveland  Short  Line  Railway. 

Columbus.  Hope  &  Greensburg  Rail- 
road. 

Columbus,  Springfield  &  Cincinnati 
Railroad. 

Cornwall  Bridge  Co 


Danville  &  Indiana  Harbor  Railroad. 
Detroit  &  Charlevoix  Railroad.* 
Dayton  &  Union  Railroad.* 
Detroit  Belt  Line  Railroad. 
Detroit,  Delray  &  Dearborn  Railroad. 
Detroit,     Hillsdale    &     Southwestern 
Railroad. 

Detroit  Manufacturers  Railroad. 

Detroit,  Monroe  &  Toledo  Railroad. 

Detroit  River  Tunnel  Co. 

Detroit.  Toledo  &  Milwaukee  Railroad. 

Dunkirk,  Allegheny  Valley  &  Pitts- 
burgh Railroad.* 

Detroit  &  Bay  City  Railroad. 

Detroit  &  Chicago  Railroad. 

Dolgeville  &  Salisbury  Railway. 

East  Chicago  Belt  Railroad. 

Elkhart  &  Western  Railroad. 

Ellwood  Connecting  Railroad. 

Erie  &  Kalamazoo  Railroad. 

Evnnsvllle,  Mount  Carmel  &  Northern 
Railway. 

Falrlarid,  Franklin  &  Martinsville 
Railroad. 

Fall  Brook  Railway. 

Fort  Wayne,  Cincinnati  &  Louisville 
Railroad. 

Fort  Wayne  &  Jackson  Railroad. 

Franklin  &  Clearfield  Railroad. 

Fulton  Chain  Railway.* 

Geneva,  Corning  &  Southern  Railroad 

Gouverneur  &  Oswegatchie  Railroad. 

Grand  River  Valley  Railroad. 

Harrison  Branch  Railroad. 

Hudson  River  Bridge  Co. 

Indiana  Harbor  Belt  Railroad.* 

fndlana  Harbor  Railroad  Co.  of  lUi 
nols. 

Indiana  Harbor  Railroad  Co.  of  Indl 
ana. 

Indiana,  Illinois  &  Iowa  Railroad. 

Jackson  Coal  Railroad. 

Jackson,  Lansing  &  Saginaw  Railroad 


'  Operating  roads. 


Digitized  by  VjOOQ IC 


FIVE  PER  CENT   CASES. 


55 


Jaiuestowii,  Franklin  &  Clearfield  Rail- 
road, 

Jajnestown  &  Franklin  Railroad. 

Jersey  City  &  Bayonne  Railroad. 

Joliet  &  Northern  Indiana  Railroad. 

Kalamazoo,   Allegan  &  Grand  Rapids 
Railroad. 

Kalamazoo  &  South  Haven  Railroad. 

Kalamazoo  &  White  Pigeon  Railroad. 

Lake  Brie,  Alliance  &  Wheeling  Rail- 
road.* 

Ijike     Erie     &     Pittsburgh     Railway 
<half).' 

Lake  Erie  &  Western  Railroad.* 

I^ke  Sliore  &  Michigan  Southern  Rail- 
way/ 

T^nsio^  Manufacturers'  Railroad. 

Lansing  Transit  Railway. 

Uttle  Falls  &  Dolgeville  Railroad  (to 
Apr.  13).* 

LoulsTllle  &  Jeflfersonville  Bridge  Co.* 

Ua honing  Coal  Railroad. 

Mahoning  &  Shenango  Valley  Railway. 

Mahoning  State  Line  Railroad. 

Mahopac  Falls  Railroad. 

Michigan  Air  Line  Railroad. 

Michigan  Central  Railroad.* 

Michigan,  Midland  &  Canada  Railroad. 

Mohawk  &  Malone  Railway. 

Mount  Gllead  Short  Line  Railway.* 

New  Jersey  Junction  Railroad. 
New  Jersey  Shore  Line  Railroad.* 

New    York    Central   &   Hudson   River 
Railroad.* 

New  York  Central  Niagara  River  Rail- 
road. 

New  York,  Chicago  &  St.  Louis  Rail- 
road.* 

New  York  &  Fort  Lee  Railroad. 

New  York  &  Harlem  Railroad. 

New  York  &  Ottawa  Bridge  Co. 

New  York  &  Ottawa  Railway. 

New  York  &  Putnam  Railroad. 

Niagara  Falls  Branch  Railroad. 

North  Brookfleld  Railroad. 

Northern  Central  Michigan  Railroad. 

Northern  Ohio  Railway. 


Oswego  &  Rome  Railroad. 

Peoria  &  Eastern  Railway.* 

Pine  Creek  Railway. 

Pittsburgh,  McKeesport  &  Youghio- 
gheny  Railroad. 

Pittsburgh  &  Eastern  Railroad. 

Pittsburgh  &  Lake  Erie  Railroad.* 

Pittsfleld  &  North  Adams  Railroad. 

Providence,  Webster  &  Springfield 
Railroad. 

Raquette  Lake  Railway.* 

Rome,  Watertown  &  Ogdensburg  Rail- 
road. 

St  Clair  &  Western  Railroad. 

St.  Joseph,  South  Bend  &  Southern 
Railroad. 

St.  Lawrence  &  Adirondack  Railway. 

Saline  Valley  Railway. 

Shenango  Valley  Railroad. 

Silver  Creek  &  Dunkirk  Railroad. 

Springfield  Union  Depot. 

Spuyten  Duyvil  &  Port  Morris  Rail- 
road. 

State  Line  &  Stony  Point  Railroad. 

Stewart  Railway. 

Sturgis.  Goshen  &  St.  Louis  Railway. 

Swan  Creek  Railroad. 

Syracuse,  Geneva  &  Corning  Railway. 

Terminal  Railroad. 

Terminal  Railway  of  Buffalo.* 

Tivoli  Hollow  Railroad. 

Toledo,  Canada  Southern  &  Detroit 
Railway. 

Toledo  &  Ohio  Central  Railway.* 

1'onawanda  Island  Bridge. 

Troy  &  Greenbush  Railroad  Associa- 
tion. 

Utica  &  Black  River  Railroad. 

Vernon,  Greensburg  &  Rushvllle  Rail- 
road. 

Wallkill  Valley  Railroad. 

Ware  Rivpr  Railroad. 

West  Shore  Railroad. 

White  Water  Railroad. 

Youghlogheny  Northern  Railway. 

Zanesville  Terminal  Railroad. 

Zanesville  &  Western  Railway.* 


The  following  corporations  are  not  included  in  the  statement. 
They  are  independently  operated  terminals  and  railroads  in  which 
the  New  itork  Central  lines  have  an  interest,  through  ownership  of 
a  part  of  the  stock : 


TERMINAL   COMPANIES. 


1.  Akron  &  Barbeton  Belt  Railroad, 

Akron,  Ohio. 

2.  Boston  Terminal  Co.,  Boston,  Mass. 
Z.  Central   Union  Depot  Railway  Co. 

of  Cincinnati,  Cincinnati,  Ohio. 

4.  Dayton   Union  Railway  Co.,  Day- 

ton. Ohio. 

5.  Detroit     Terminal     Railroad     Co., 

Detroit,  Mich. 
♦5.  Indianapolis    Union   Railway   Co, 
Indianapolis,  Ind. 


7.  Muncie  Belt  Railway  Co.,  Muncle, 

Ind. 

8.  Terminal   Railway  Association   of 

St  Louis,  St.  Louis.  Mo. 

9.  Toledo  Terminal  Railroad  Co.,  To- 

ledo, Ohio. 

10.  Troy    Union    Railroad    Co.,   Troy, 

X.  Y. 

11.  Union  Depot  Co.,  Columbus,  Ohio. 


1  Operating  roads. 
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RAILROAD    COMPANIES. 


1.  Calumet  Western  Railway. 

2.  Central  Dock  &  Terminal  Railway 

Co. 

3.  Central  Indiana  Railway  Co. 

4.  Kankakee    &    Michigan    Railway 

Co. 

5.  Kankakee  &  Seneca  Railway  Co. 

6.  Missouri    &    Illinois    Bridge    Belt 

Railroad  Co. 


7.  Monongabela  Railroad  Co. 

8.  Ottawa  &  New  York  Railway  Co. 

9.  Peoria  &  Pekin  Union  Railway  Ck>. 

10.  Pittsburgh    Chartlers    &    Youghio- 

gheny  Railway  Co. 

11.  Queenstown  Suspension  Bridge  Co. 

12.  Rutland  Railroad  Co. 

13.  Toronto,  Hamilton  &  Buffalo  Rail- 

way Co. 


Mr.  BuTTERFiELD.  In  the  opening  paragraph  of  the  statement, 
Mr.  Wishart,  you  referred  to  an  increase  in  the  property  investment 
of  $159,000,000. 

Mr.  Wishart.  Yes. 

Mr.  BuTTERFiELD.  Does  that  represent  all  the  money  that  has  gone 
into  the  property  in  the  period  covered  ? 

Mr.  Wishart.  It  does  not. 

Mr.  BuTTERFiELD.  In  what  respect  does  it  not? 

Mr.  Wishart.  In  the  last  few  years  the  companies  have  set  up  a 
depreciation  reserv^e,  which  is  deducted  from  the  figures  before  being 
combined  to  make  up  this  total.  The  total  additions  and  betterments 
for  those  three  years  are  considerably  in  excess  of  $159,000,000. 

Mr.  Butterfield.  Are  there  any  railroad  companies  included  in 
this  list  attached  to  your  statement  which  are  not  at  the  present 
time  in  existence? 

Mr.  Wishart.  There  are. 

Mr.  Butterfield.  What  has  been  done  with  the  capital  of  those 
companies  when  the  consolidation  or  merger  has  taken  place? 

Mr.  Wishart.  During  the  earlier  part  of  this  year  a  number  of 
these  companies  were  merged  or  consolidated  with  the  New  York 
Central  &  Hudson  River  Railroad  Co.,  and  in  that  case  the  cost  of 
road  and  equipment  as  carried  was  reduced  considerably  by  charg- 
ing to  the  cost  of  road  and  equipment  account  of  the  New  York  Cen- 
tral &  Hudson  River  Railroad  Co.  the  cost  of  the  company  of  the 
securities  through  which  they  acquired  control. 

Mr.  Butterfield.  I  call  your  attention  again  to  the  statement  in 
respect  to  ratio  of  capital  stock  to  the  total  capital  obligations  of 
the  entire  system.    What  is  that  percentage  to-day? 

Mr.  Wishart.  27.71  per  cent. 

Mr.  Butterfield.  That  has  fallen  from  what  percentage  in  1903  ? 

Mr.  Wishart.  From  34.69  per  cent. 

Mr.  Butterfield.  I  think  that  is  all.    You  may  cross-examine. 

Cross-examination : 

Mr.  Johnson.  You  have  spoken  of  certain  railroad  mergers,  Mr. 
Wishart. 

Mr.  Wishart.,  Yes.  • 

Mr.  Johnson.  Would  it  be  possible  for  you  to  furnish  a  statement 
showing  the  capital  stock  of  the  two  or  more  railroads  merged  prior 
to  that  merger,  and  the  result  after  the  merger  had  been  con- 
summated ? 

Mr.  Wishart.  Yes. 

Mr.  Johnson.  Will  you  let  us  have  such  a  statement? 

Mr.  Wishart.  I  can  get  it  for  you. 
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Mr.  Johnson.  In  addition  to  that,  I  want  to  know  if  you  can 
furnish  similar  statements  to  your  Exhibit  No.  1,  applying  to  any  one 
of  these  railroads  going  into  this  particular  exhibit  or  statement. 

Mr.  WisHART.  1  do  not  get  quite  what  you  mean. 

Mr.  Johnson.  I  want  to  know  if  you  can  furnish  a  similar  state- 
3ient  covering  the  same  facts  applicable  to  any  one  railroad  as  is 
liuide  up  in  this  consolidated  statement.     You  can  do  that,  can  you 

Mr.  WisHART.  You  mean  you  would  like  to  have  a  10-year  state- 
3ient  of  some  one  railroad? 

Mr.  Johnson.  Yes.  Take  the  Pittsburgh  &  Lake  Erie  Railroad, 
for  example. 

Mr.  WiSHART.  Yes. 

Mr.  Johnson.  I  would  like  to  have  that,  too,  if  I  may. 

Mr.  WiSHART.  That  has  been  worked  up  for  the  New  York  Cen- 
tral, but  it  has  not  been  copied  in  this  form  yet ;  we  have  not  had  the 
tiiDe- 

Mr.  Johnson.  I  would  imagine  you  would  have  been  compelled 
yp  have  it  in  order  to  make  up  this  consolidated  statement. 

ilr.  WrsHART.  We  have  all  the  figures,  certainly. 

Mr.  Johnson.  I  would  like  to  have  that  one  furnished,  too. 

Mr.  Wis  HART.  Very  well. 

Mr.  Butler.  These  figures  do  not  include  the  Western  Transit  Co. 
IE  any  way,  do  thev? 

Mr.  WxsHART.  Ihey  do  not  at  all,  because  that  company  pays  no 
iindends,  and  therefore  does  not  come  into  income. 

Mr.  Butler.  Nor  your  interest  in  the  Mutual  Transit  Co.? 

Mr  .WiSHART.  No;  that  is  not  included. 

Mr.  L#YON.  I  understand  this  witness  will  be  recalled? 

Mr.  BuTTERFiELD.  Yes,  sir. 

Mr.  Lyon.  I  have  just  one  or  two  questions  at  this  time.  You 
3iade  some  statement,  Mr.  Wishart,  that  this  $159,000,000  did  not 
represent  all  the  money  that  has  gone  into  the  New  York  Central 
ines,  and  spoke  of  depreciation.    What  did  you  mean  by  that  ? 

Mr.  Wishart.  I  mean  that  these  are  net  figures  after  the  deprecia- 
tion reserve  has  been  deducted. 

Mr.  Lyon.  Do  you  mean  that  the  depreciation  does  not  represent 
*lditional  money  gone  into  the  New  York  Central? 

Mr.  Wishart.  No;  I  do  not  mean  that. 

Mr-  Lyon.  Mr.  Butterfield  asked  you  if  this  $159,000,000  repre- 
aoited  all  of  the  money  that  had  gone  into  the  New  York  Central, 
lad  you  said  no,  that  there  ^as  a  depreciation  account. 

Mr.  Wishart.  I  said  it  did  not,  because  if  the  depreciation  account 
ii»d  not  been  deducted — and  that  account  has  only  oeen  set  up  in  the 
hit  two  or  three  years — these  figures  would  be  very  much  larger  than 
thev  are, 

y£r.  Lyon.  I  understand.  Another  matter  I  do  not  understand. 
Vou  spK>ke  about  additions  and  betterments  being  not  larger  than 
.<i:>9,OOO,O00. 

Mr.  Wishart.  Yes. 

Mr.  Lyon.  Do  you  mean  that  the  reports  to  the  commission  show 
that  the  New  York  Central  has  laid  aside  in  betterments  and  ad- 
ditions out  of  income 

Mr.   liV'lSHART.   No. 
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Mr.  Lyon  (continuing).  More  than  $159,000,000? 

Mr.  WiSHART.  No;  I  did  not  say  that. 

Mr.  Lyon.  I  misunderstood  you. 

Mr.  WisHART.  I  did  not  say  anything  about  additions  and  better- 
ments out  of  income.  I  said  additions  and  betterments  of  these  last 
three  years  were  greater  than  $159,000,000.  I  did  not  say  anything 
about  income. 

Mr.  Lyon.  The  additions  and  betterments  are  either  made  from 
income,  or  they  are  made  from  capital  account,  are  they  not? 

IVfr.  WiSHART.  Additions  and  betterments  are  made  either  froni 
income  or  borrowed  money ;  yes. 

Mr.  Lyon.  This  $159,000,000  represents  additions  and  bettermentJ 
made  from  borrowed  money  ? 

Mr.  WiSHART.  I  would  not  say  that. 

Mr.  Lyon.  I  am  just  trying  to  find  out  what  it  does  represent. 

Mr.  WiSHART.  The  statement  shows  at  the  bottom  tne  amouni 
which  these  various  roads  in  this  system  have  devoted  to  additions 
and  betterments  out  of  income  during  these  three  years. 

Mr.  Lyon.  Can  you  furnish  a  statement  showing  from  what  sourc< 
the  $159,000,000  was  derived — or  is  that  shown  on  the  statement? 

Mr.  WiSHART.  I  think  it  can  be  assumed  to  be  shown  on  the  state 
ment. 

Mr.  Lyon.  Of  course,  I  have  not  yet  had  an  opportunity  to  examin< 
it.  Do  you  think  that  will  show  as  to  whether  it  comes  from  outsid 
capital  or  whether  it  comes  from  income  ? 

Mr.  WiSHART.  Yes. 

Mr.  Lyon.  And  the  sum  makes  $159,000,000? 

Mr.  WiSHART.  Yes. 

Mr.  Butler.  Ma^  I  ask  that  the  witness  furnish  a  statement  simi 
lar  to  this  with  reference  to  the  Western  Transit  Co. ;  also  with  ref 
erence  to  the  interest  of  his  lines  in  the  Mutual  Transit  Co.  covering 
the  period,  say,  from  1900  up  to  the  present  time? 

Mr.  BuTi^ERFiELD.  We  will  be  very  glad  to  do  it. 

Mr.  Butler.  And  the  Mutual  Transit  Co.  at  Buffalo? 

Mr.  Buttertield.  We  will,  if  we  can. 

Mr.  Butler.  That  is  not  included,  as  I  understand  it,  in  this  state 
ment. 

Mr.  Lyon.  Mr.  Butterfield,  will  there  be  available  to  us,  or  th 
parties  upon  the  other  side,  the  10-year  statement  as  to  each  of  thes 
roads  separately,  which  the  witness  says  he  has  as  to  the  Pittsburg; 
&  Lake  Erie  ro^d?  We  will  want  to  avail  ourselves  of  the  use  o 
some  of  the  figures. 

Mr.  Butterfield.  I  do  not  know  in  what  condition  they  are.  bt 
I  assume  that  if  there  is  any  question  about  any  compilation  that  w 
offer  that  the  working  data  can  be  discovered  and  furnished. 

Mr.  Lyon.  It  was  not  to  question  it  at  all.  But  the  interests  I  ai 
representing  here  are  only  concerned  as  to  particular  lines  of  th 
New  York  Central,  and  I  wanted  to  know  whether  we  could  use  th 
figures  which  you  have. 

Mr.  Butterfield.  Mr.  Wishart  can  give  you  a  statement  of  th 
operations  of  the  Pittsburgh  &  Lake  Erie,  of  course. 

Mr.  WisiiART.  May  I  say  that  the  preparation  of  a  report  like  th 
involves  a  great  deal  of  work,  as  you  may  easily  know.    If  you  war 
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to  know  al>out  a  particular  company,  I  would  say  j^ou  could  refer 
to  the  reports  of  the  Interstate  Commerce  Commission  and  obtain 
everything  that  you  want. 

ilr.  Lyon.  I  thought  you  might  have  a  similar  statement  for  each 
of  these  individual  roads. 

Mr.  WlSHAKT.   No. 

Mr.  Lyon.  I  do  not  see  how  you  could  make  the  compilation  un- 
fess  you  had  done  so,  but,  of  course,  if  you  have  not  them,  we  can  get 
the  information  from  reports. 

Mr.,  BuTTERFiELD.  That  seems  to  be  all,  Mr.  Wishart. 

(Witness  excused.) 

Mr.  Patterson.  I  would  like  to  recall  Mr.  Bunting  for  just  a 
qnestion  that  I  overlooked. 

Carroll  M.  Bunting  resumed  the  stand  and  testified  fiuther,  as 
follows : 

Mr.  Patterson.  Mr.  Bunting,  I  forgot  to  ask  you  when  you  were 
Ml  the  witness  stand  in  what  year  does  the  cost  of  construction  of 
the  New  York  Terminal  improvement  come  ? 

ilr.  Bunting.  In  the  year  1911;  it  was  started  in  the  year  1911. 

Mr.  Patterson.  And  continues  up  to  and  including  the  year  ended 
June  30,  1913? 

Mr.  BuNiiNG.  Up  to  date. 

Mr.  Patterson.  Do  you  carry  in  your  mind  the  total  cost  of  that 
improvement,  the  proportion  of  it  that  was  paid  out  of  capital  and 
the  proportion  of  it  that  was  paid  out  of  income? 

Mr.  Bunting.  About  $114,000,000,  $57,000,000  of  which  was 
dkarged  to  capital  and  $57,000,000  of  which  was  charged  to  income, 
•»f  either  the  Pennsylvania  Railroad  or  the  Pennsylvania  Co. 

ilr.  Patterson.  You  can,  of  course,  check  those  figures  up. 

ilr.  BuNiiNG.  Yes;  that  is  just  roughly. 

ilr.  Lyon.  Over  how  long  a  period  is  that  $114,000,000  spread 
^hich  you  say  began  in  1911? 

ilr.  Bunting.  It  is  spread  over  three  years,  but  the  most  of  it  is 
ia  1911,  due  to  the  fact  the  company  was  not  open  for  operation 
mn  1911. 

Mr.  Lyon.  Then  it  is  all  taken  up  in  three  years,  the  $114,000,000! 

ifr.  Bunting.  Practically  all  in  three  years,  there  being  no  opera- 
tion of  that  company  prior  to  1911. 

Mr-  Lyon.  Then  that  $57,000,000  which  comes  from  income  is 
divided  up  into  three  years? 

ilr.  Bunting.  Most  of  it  is  in  1911 ;  there  is  just  a  trifling  addi- 
tion since  that  time. 

The  Chairman.  I  would  like  to  ask  you  a  question,  Mr.  Bunting, 
in  reference  to  your  reply  to  Mr.  Pattersons  question  just  now. 
During  what  years  was  this  work  on  the  New  York  terminal  in 
progress? 

Mr.  Bunting.  I  think  from  about  1907  on;  that  is  my  recollection. 

The  Chairman.  And  none  of  the  expenditures  were  taken  into 
iccount  until  1911  ? 

itr.  Bunting.  Not  to  the  property-investment  account.  The  prop- 
erty-investment account  only  represents  the  company  in  actucd  op- 
eration.    There  were  no  earnings  prior  to  1911,  and  therefore  notn- 
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ing  was  put  into  the  account  until  1911,  the  year  when  the  Pennsyl- 
vania Terminal  commenced  operation. 

Mr.  Patterson.  You  will  verify  all  these  figures? 

Mr.  Bunting.  Certainly. 

The  Chairman.  This  $57,000,000  is,  in  substance,  charged  out  of 
income  during  that  year? 

Mr.  Bunting.  Oh,  no ;  the  charge  to  income  went  in  from  year  to 
year  as  they  were  made  by  the  Pennsylvania  Railroad  on  accoimt  of 
its  advances  to  the  Pennsylvania  Co.  Terminal.  You  see,  the  ad- 
vances of  the  Pennsylvania  Eailroad  to  the  Pennsylvania  Co.  Ter- 
minal would  not  be  a  part  of  the  investment  of  the  Pennsylvania 
Eailroad. 

The  Chairman.  I  understood  vor  1 1  say  in  answer  to  Mr.  Lyon's 
question  that  the  $57,000,000  of  income  was  practically  all  taken 
from  1911. 

Mr.  Bunting.  Xo,  sir.  What  I  intended  to  say  was  that  in  the 
property-investment  account  of  the  Pennsylvania  Co.  Terminal, 
most  all  of  it  was  put  in  in  1911,  and  some  slight  balances  in  1912 
and  1918. 

Mr.  Lyon.  There  was  $57,000,000  taken  from  income  account  by 
the  Pennsylvania  Eailroad  and  put  into  this  property  ? 

Mr.  Bunting.  Yes. 

Mr.  Lyon.  For  what  years  does  that  appear  in  the  Pennsylvania 
Eailroad  reports,  if  the  Pennsylvania  Eailroad  paid  it  out  of  its 
income  ? 

Mr.  Bunting.  In  the  year  in  which  it  was  charged. 

Mr.  Lyon.  That  is  what  I  am  trying  to  find  out. 

Mr.  Bunting.  I  think  they  started  from  about  1902  or  1903  to 
date — those  income  charges. 

Mr.  Lyon.  Then,  as  the  Pennsylvania  Eailroad  earned  money  in 

1902  and  1903,  up  to  1911,  and  it  paid  that  money  out  for  the  build- 
ing of  this  station,  it  was  charged  as  paid? 

Mr.  Bunting.  It  was  charged  against  its  income.  The  advances 
made  by  the  Pennsylvania  Eailroad  to  the  Pennsylvania  Co.  Ter- 
minal were  charged  against  the  income  of  those  years. 

Mr.  Lyon.  It  might  have  been  earned  one  year  and  advanced  an- 
other year,  but  would  be  charged  in  the  year  in  which  it  was  ad- 
vanced.   Is  that  it  ? 

Mr.  Bunting.  Charged  in  the  year  it  was  advanced. 

Mr.  Lyon.  As  the  terminal  company  needed  it  the  Pennsylvania 
Eailroad  paid  it  over  and  charged  it  in  that  year? 

Mr.  Bunting.  Exactly. 

Mr.  Lyon.  And  the  probability  is  it  is  spread  over  a  period  from 

1903  to  1911  ? 

Mr.  BuNTiN<i.  I  should  say  so ;  yes.  I  can  ascertain  and  give  you 
the  exact  years. 

Mr.  Bran  DEIS.  It  appeared  as  a  charge  against  income  or  surplus, 
the  surplus  or  income  of  the  particular  year,  and  some  of  it  was 
charged  against  the  Pennsylvania  Co.,  but  a  greater  part  of  it  was 
charged  against  the  Pennsylvania  Eailroad. 

Mr.  Bunting.  That  is  right. 

Mr.  Brandeis.  Some  ten  millions  of  it  at  one  time? 

Mr.  Bunting.  Yes. 
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Mr.  Lyon.  Does  this  $114,000,000  include  the  cost  of  the  tunnel? 
Air.  I^uNTiNG.  Oh,  yes;  that  is,  the  tunnel  and  the  line  over  to  the 
Manhattan  transfer  and  through  to  Long  Island. 
(Witness  excused.) 

Gix>r<;e  M.  Siiriver,  heretofore  sworn,  was  called  as  a  witness  in 
behalf  of  the  Baltimore  &  Ohio  system  and  testified  as  follows : 

Direct  examination : 

Mr.  Bond.  If  the  commission  please,  there  are  two  Baltimore  & 
Ohio  statements  for  this  10-year  or  11-year  period.  Oi\e  is  the  sys- 
tem statement,  which  includes  not  only  the  Baltimore  &  Ohio  system 
as  reporting  to  the  commission,  but  it  includes  the  two  Staten  Island 
raih-oads-  The  other  is  a  statement  which  covers  only  the  Balti- 
more &  Ohio  lines,  reporting  to  the  commission  under  the  title  of 
-  Baltimore  &  Ohio  Railroad  Co." 

The  reason  for  having  the  second  statement  is  that  the  figures  in  that 
statement  exactly  correspond  to  the  reports  to  this  commission,  and  it 
is  only  with  regard  to  this  mileage  of  road  that  our  detailed  operat- 
ing figures,  and  so  forth,  are  kept,  the  companies  on  Staten  Island 
being  in  the  nature  of  terminals  and  being  separately  operated. 

The  difference,  as  I  shall  show  by  Mr.  Shriver,  is  so  small,  by  leav- 
ing those  companies  out,  in  the  matter  of  investment  account  and 
mileage,  that  it  was  thought  to  be  a  pity  to  spoil  the  direct  com- 
parison which  could  be  made  with  the  reports  to  the  commission  if 
we  filed  a  statement  confined  to  the  Baltimore  &  Ohio  Railroad  Co., 
md  we  therefore  decided  to  file  this  separate  statement. 

In  identifying  the  statements.  Mr.  Shriver  having  been  on  the 
stand  to  prove  tables  prepared  for  all  the  lines,  and  for  the  three 
systems  combined,  I  have  designated  the  tables  relating  particu- 
larly to  the  Baltimore  &  Ohio  Railroad  Co.  by  the  name  of  "  Balti- 
more &  Ohio  Railroad  Co.,"  because  Mr.  Shriver's  name  is  not  avail- 
able as  an  identification,  he  being  a  witness  in  several  different  ca- 
pacities. 

(The  10-year  statement  referred  to  as  the  Baltimore  &  Ohio  Rail- 
road exhibit,  entitled  "  Exhibit  by  railroads,  vol.  5,"  offered  in  evi- 
dence, was  marked  "Exhibit  Baltimore  &  Ohio,  No.  1,"  and  will  be 
fonnd  set  out  in  full  at  the  end  of  this  hearing.) 

Mr.  Bond.  We  also  present  a  statement,  which  will  be  made  by 
Mr.  Shriver  in  explanation  and  elaboration  of  the  data  in  this  first 
exhibit- 

(The  statement  referred  to.  offered  in  evidence,  was  marked  "  Ex- 
hibit Baltimore  &  Ohio,  No.  2,"  and  is  forwarded  herewith.) 

Mr.  Bond.  I  will  ask  you,  Mr.  Shriver,  to  proceed  with  your  state- 
ment in  explanation  of  these  data  which  we  present. 

Mx.  Shriver.  The  statement  of  the  Baltimore  &  Ohio  system, 
which  ha^  been  filed  and  is  incorporated  in  volume  5,  includes  the 
lines  in  the  system  as  a  whole ;  that  is,  all  those  now  reported  by  the 
Baltimore  &  Ohio  Railroad  Co.  direct  to  the  commission,  and  the 
Staten  Island  Rapid  Transit  Railway  Co.  and  the  Staten  Island 
Railway  Co.,  both  of  which  make  separate  reports  to  the  commis- 
sion. Also  some  jointly  owned  lines,  chiefly  terminal  companies, 
such  as  the  Washington  Terminal  Co.,  in  which  they  have  a  general 
interest,  are  not  included  in  the  statement. 
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The  Chairman.  Does,  this  include  the  Baltimore  &  Ohio  South- 
western ? 

Mr.  Shriver.  Yes,  sir. 

The  Chairman.  And  the  Cincinnati,  Hamilton  &  Dayton? 

Mr.  Shriver.  No,  sir.  The  Cincinnati,  Hamilton  &  Dayton  is 
not  a  part  of  the  Baltimore  &  Ohio  system.  It  is  a  separately  op- 
erated and  reporting  road. 

Intercorporate  ownerships,  and  dividends  on  stock  and  interest  on 
funded  debt  paid  and  received  through  such  intercorporate  holdings, 
have  been  eliminated.  The  figures  shown,  therefore,  in  all  cases  are 
the  results  after  such  elimination.  Adjustments  have  been  made  as 
noted  on  the  statements  of  operation  and  income  accounts  for  the 
purpose  of  proper  comparison.  Those  are  such  changes  as  have  been 
referred  to  heretofore. 

Revenue  and  expenses  of  outside  operations  since  1908  have  been 
distributed  to  the  respective  revenue  and  expense  accounts  to  afford 
comparison  with  the  periods  prior  to  that  year. 

The  lines  now  mailing  separate  reports  to  the  commission,  the 
Staten  Island  Rapid  Transit  Railway  and  the  Staten  Island  Rail- 
way Co.,  have  together  a  property-investment  account  aggregating 
$6,426,000  and  total  operatmg  revenue  of  $1,494,000. 

As  explained  by  Mr.  Bond,  the  detail  figures  of  operation  were 
not  in  such  shape  that  they  could  be  well  combined,  so  that  the  gen- 
eral references  I  make  here  are  simply  to  the  Baltimore  &  Ohio 
Railroad  Co.  property. 

Similar  statements  and  summaries  for  the  Baltimore  &  Ohio  Rail- 
road Co.,  corresponding  to  the  reports  made  by  that  company  to  the 
commission  and  compiled  along  the  same  general  lines  as  the  system 
statements,  are  now  filed. 

The  statements  cover  a  period  of  11  years,  from  1903  to  1913,  in- 
clusive. They  are  the  same  as  the  other  statements,  and  I  will  not 
trouble  you  to  repeat  them. 

The  roads  which,  since  1909,  have  been  included  in  the  reports  to 
the  commission  by  the  Baltimore  &  Ohio  Railroad  Co.,  and  which 
made  separate  reports  prior  to  that  date,  are:  The  Valley  Railroad 
Co.  of  Virginia ;  Cleveland  Terminal  &  Valley  Railroad  Co. ;  Cleve- 
land, Loram  &  Wheeling  Railway  Co. ;  Ohio  &  Little  Kanawha  Rail- 
road Co.;  Ravenswood,  Spencer  &  Glenville  Railway  Co.;  and  the 
Ripley  &  Mill  Creek  Valley  Railroad  Co.,  which  last-named  railroad 
stopped  making  reports,  I  believe,  in  1903. 

The  Baltimore  &  Ohio  Railroad  Co.  has  acquired  practically  all 
the  outstanding  stock  and  assumed  all  the  outstanding  bonds  of  the 
corporations  whose  lines  make  up  the  mileage  shown  in  the  statement. 

Since  1909  they  have  all  been  included  in  the  Baltimore  &  Ohio 
Co.'s  operations,  and  so  reported  to  the  conmiission.  In  making  up 
the  11-year  statements  on  a  comparative  basis,  therefore,  these  lines 
were  included  as  of  1903  and  subsequent  yerrs  on  the  basis  of  their 
final  cost  to  the  Baltimore  &  Ohio  Railroad  Co. 

In  case  I.  C.  C.  3400  this  company  did  not  make  it  sufficiently 
clear,  and  there  was  apparently  some  misimderstanding  as  to  basis 
of  its  "  propertv-investment "  account.  Therefore  tJliere  is  filed  as  a 
Baltimore  &  Ohio  Railroad  Co.  Exhibit  No.  2  a  statement  showing 
how  the  "  property  investment "  is  compiled. 
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Mr.  Bond.  The  commission  in  I.  C.  C.  3400  stated  "  that  the  sys- 
tem is  made  up  of  a  great  number  of  small  properties  constructed  as 
independent  lines,  and  according  to  our  understanding  the  cost  of 
'Xinstruetion,  as  shown  by  the  books  of  the  Baltimore  &  Ohio  Rail- 
road Co.,  is  simply  the  aggregate  shown  by  the  books  of  these  sub- 
fidiary  companies,  and,  under  the  circumstances,  could  hardly  rep- 
resent the  actual  facts." 

Will  you  not  state  if  that  is  a  correct  statement  or  misunderstand- 
ing of  the  fucts  as  to  the  books? 

Mr.^  Shriver.  The  property-investment  account  of  the  Baltimore 
k  Ohio  Railroad  Co.  is  built  up  of  the  cost  of  the  old  original  Bal- 
timore &  Ohio  Railroad;  that  is,  its  construction  account  and  real 
fstate  accounts.  As  these  subsidiary  lines  were  acquired  and  went 
into  the  Baltimore  &  Ohio  system  they  were  taken  into  the  property- 
investment  account  of  the  company  at  the  cost  to  the  company  of 
icquiring  the  stocks  and  bonds  representing  those  properties.  Is 
that  in  answer  to  your  question  ? 

Mr.  Bond.  Will  you  point  out  this  Table  No.  2  that  you  speak  of? 

Mr.  Shriver.  It  Is  filed  and  marked  "  Exhibit  No.  2."  The  state- 
ment shows  the  increase  of  property  investment  for  1913  over  1903 
to  be,  in  round  thousands,  $115,184,000,  and  the  increase  in  1913 
orer  1910,  $56,016,000.  The  property  investment  per  mile  of  road, 
^hich  in  1903  was  $92,472,  in  1913  was  $118,091 ;  for  all  tracks  it 
'^as  $53,779  and  $59,545,  respectively.  It  also  shows  that  practically 
die  entire  increase  in  "  property  investment "  in  this  period  is  due  to 
:ew  construction  and  additions  to  equipment. 

Mr.  Bond.  Will  you  point  out  on  this  table  how  those  items  divide? 
That  is,  how  much  of  it  is  equipment  and  how  much  of  it  is  new 
^'distraction  ? 

Mr.  Shrtver.  Table  No.  2  shows  that  for  the  year  1904,  for  in- 
3ance,  the  total  expenditures  for  cost  of  road  were  $8,500,000;  for 
equipment,  $1,200,000;  for  miscellaneous  account,  which  was  chiefly 
real  estate  at  that  period,  $1,600,000,  a  total  of  $11,381,000.  For 
1513,  cost  of  road,  additions  to  property  through  construction,  $10,- 
S&0,OOO;  equipment,  $4,688,000;  miscellaneous,  $35,000,  a  total  of 
85,000,000  in  that  year.  The  total  of  each  are  the  aggregate  figures 
to  whidi  I  have  referred. 

Mr.  Bond.  Those  totals  are  shown  for  each  year,  beginning  with 
im  to  1913,  and  including  1913. 

Mr.  Shkiver.  That  is  right. 

In  the  10  years  between  1903  and  1913  the  total  miles  of  track 
finned  increased  1,210  miles.  Of  this,  363  was  main  track,  but  only 
*2  miles  was  first  main  track,  showing  that  there  was  practically 
so  extension  of  lines,  but  a  very  considerable  addition  to  the  tract 
{«dlities  in  the  territory  immediately  served  by  the  company's  lines. 

There  was  an  increase  in  total  tractive  power  of  locomotives  in 
1^13  over  1903  of  66.74  per  cent,  and  over  1910  of  22.42  per  cent,  and 
ia  total  capacity  of  freight  cars  (tons),  1913  over  1903,  30.13  per 
cmt,  and  in  1913  over  1910,  19.22  per  cent.  • 

Statement  is  filed,  marked  "Baltimore  &  Ohio  Bailroad  Co. 
Xo.  3,"  showing  construction  expenditures  from  1910  to  1913  by 
Kconnt. 

Mr.  Bond.  From  this  memorandum  I  see  that  you  intended  to  file 
statements  showing  equipment  separate  from  construction^  one 
Bu-ked  "  No.  3  "  and  the  other  marked  "  No.  3-A.'*      Digitized  by  GooqIc 
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Mr.  Shriver.  By  some  oversight  the  equipment  statement  did  no 
get  into  this  particular  binding,  but  w  ill  be  filed  later. 

Mr.  Bond.  No.  3-A  shows  in  some  detail  for  what  purposes  tli* 
Baltimore  &  Ohio  Railroad  Co.  spent  in  the  years  1911,  1912,  aiK 
3913,  $36,400,000,  which  went  into  their  property-investment  accoiuit 
It  is  a  short  statement.  Will  you  not  read  just  what  those  purpose 
were  ? 

Mr.  Shriver.  Purchase  of  property,  $5,353,139.67;  widening  cvit^ 
and  fills  and  protecting  banks,  $362,915.89;  grade  reductions  axic 
changes  of  line,  $4,282,512.84;  bridges,  trestles,  and  culverts,  $l,0O3^ 
287.06;  additional  main  tracks,  $8,732,106.08;  sidings  and  spur  tracks 
$3,252,179.83;  terminal  yards,  $3,493,120.32;  elimination  of  grad^ 
crossings,  $1,554,287.85;  block  signals  and  interlocking  apparatus 
$728,838.49;  telephone  and  telegraph  lines,  $201,103.59;  station  build 
ings  and  fixtures,  $1,803,046.24;  shops,  engine  houses,  and  turntables 
$1,221,708.69;  machinery  and  tools,  $362,706.73;  water  and  fuel  sta 
tions,  $822,904.31;  grain  elevators  and  storage  warehouses,  $197, 
541.68;  docks  and  wharves,  $990,030.22;  and  various  miscellaneous 
items  amounting  to  about  $2,000,000,  making  a  total  of  $36,453,088.76 

Mr.  Bond.  And  the  difference  between  that  total  and  the  total  yov 
have  given  of  $56,000,000  represents  equipment,  does  it  not? 

Mr.  Shriver.  It  represents  additional  equipment  less  the  deprecia- 
tion charge  in  that  particular  year. 

Included  in  the  particular  items  showing  growth  of  expenditures 
we  have  elimination  of  grade  crossings,  $1,554,000;  we  have  bloct 
signals  and  interlocking,  $729,000;  improved  station  facilities 
$1,803,000;  increased  weight  of  rail,  $423,000;  and  increased  weight 
of  bridges,  $1,227,000. 

I  mention  these  items  again  separately  as  being  items  which  do 
not  give  a  direct  return,  you  might  say,  on  the  money  invested,  but 
contribute  to  better  conditions,  better  tracks,  and  better  operating 
facilities  generally. 

The  service  rendered  shows  the  following  increases : 

Tons  carried  1  mile,  1913  over  1903,  55.37  per  cent,  and  1913  over 
1910,  19.03  per  cent;  passengers  carried  1  mile  in  1913  over  1903,*  an 
increase  of  23.31  per  cent,  and  1913  over  1910,  5.47  per  cent. 

In  the  period  1903  to  1913  total  operating  revenues  grew  from 
$68,178,000  to  $103,329,000,  the  earnings  for  the  year  1918  being 
greatest  in  the  history  of  the  company,  and  an  increase  of  51.5«> 
per  cent  over  1903  ai^d  14.60  per  cent  over  1910. 

The  net  operating  income  which  in  1903  was  $24,266,000  and  in 
1910  $23,999,000,  in  1913  was  only  $23,247,000.  While  property  in- 
vestment in  1913  increased  $115,184,000  over  1903,  and  the  business 
handled,  as  reflected  in  operating  revenues,  increased  $35,151,000,  the 
net  operating  income  decreased  $1,019,000.  Comparing  1913  with 
1910,  while  the  property  investment  increased  $56,016,000  and  the 
operating  revenue  increased  $13,166,000,  the  net  operating  income  de- 
creased $751,000.  In  other  words,  comparing  1913  with  1903,  after 
increasing  property  investment  28.66  per  cent  and  increasing  gros« 
business  51.56  per  cent,  there  was  actually  not  only  no  return  on  the 
new  investment  but  an  absolute  shrinkage  of  income  of  ovei- 
$1^0,000  compared  with  what  it  was  at  the  beginning  of  the  period. 

The  decreasing  return  on  property  investment  is  clearly  shown  in 
the  item  "  per  cent  of  return  on  property  investment."    I'his,  which 
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in  1903  was  6.04  per  cent,  reached  the  point  of  highest  return  in  1906, 
when  it  was  6.24  per  cent;  in  1910  was  5.20  per  cent;  and  in  1913, 
4-50  per  cent.  For  the  first  period  of  five  years,  to  1907,  inclusive, 
the  per  cent  on  property  investment  was  5.80  per  cent,  but  in  the 
second  five-year  period,  to  1912,  inclusive,  it  had  fallen  to  4.69  per 
cent-  Compared  with  the  average  of  5.22  per  cent  for  the  10-year 
period,  the  three  years,  1911,  1912,  and  1913,  combined,  show  an 
average  return  of  4.57  per  cent. 

The  total  capital  obligations  of  the  company,  which  at  June  30, 
1903,  were  $431,018,000,  at  June  30,  1913,  were  $569,700,000.  These 
cmpital  obligations  represent  investments:  (a)  Property  investment, 
$517,000,000;  (b)  working  asset  in  excess  of  working  liabilities, 
^fiOO.OOO;  (c)  other  investments  (which  in  1913  had  a  return  of  5 
I^r  cent),  $82,000,000;  or  a  total  of  $608,000,000. 

Mr.  Bond.  That  statement  shows  that  there  is  an  excess  of  invest- 
ment property  over  capital  liabilities  of  how  much?  Of  $40,000,000, 
Joes  it  not? 

Mr.  Shriver.  About  $40,000,000. 

Mr.  Bond.  I  intended  to  ask  you  a  question  in  connection  with 
y*;ur  other  statement  as  to  property  invested.  You  say  it  was  not 
imilt  up  by  putting  in  the  property  investments  of  constituent  com- 
panies and  adding  them  to  the  cost  of  road  of  the  old  Baltimore  & 
Ohio,  but  those  roads  were  taken  in  at  actual  cost  to  the  Baltimore  & 
Ohio.  Can  you  state  rouffhly  what  difference  that  made  in  the  cost 
of  road  account  compared  with  what  that  account  would  have  been 
if  the  securities  of  these  companies  had  been  taken  in  at  par,  which 
k  the  same  thing,  as  I  understand  it,  as  being  taken  into  the  cost  of 
the  road. 

Mr.  Shriver.  I  do  not  think  the  last  would  necessarily  follow.  As 
I  understand  your  question,  it  is  whether  the  cost  of  these  properties, 
IS  represented  in  the  Baltimore  &  Ohio  property-investment  account, 
is  more  or  less  than  the  aggregate  of  the  par  of  the  stocks  and  bonds 
of  those  companies  which  were  acquired  ? 

llr.  Bond.  Yes. 

Mr.  Shrh^er.  I  do  not  happen  to  have  that  figure,  but  I  know  it 
is  less;  that  is,  it  has  decreased  the  par  value  at  least  $80,000,000, 
and  I  am  not  certain  but  what  it  would  amount  to  as  much  as 
$100,000,000.  These  properties  are  in  the  Baltimore  &  Ohio  account 
at  from  $80,000,000  to  $100,000,000  less  than  the  total  par  value  of 
these  subsidiary  company  stocks  and  bonds  that  were  outstanding 
liefore  the  Baltimore  &  Ohio  Railroad  Co.  acquired  them. 

The  Chairman.  You  would  not  want  to  imply  by  your  answer 
that  the  par  value  of  those  stocks  and  bonds  fairly  represented  the 
cost  of  construction  of  those  roads  ? 

Mr.  SiiRTVTai.  I  did  not  so  intend,  Mr.  Commissioner. 

Mr.  Bond.  I  wanted  to  make  it  clear  that  that  error  had  not  crept 
into  this  account. 

Commissioner  Meyer.  That  still  leaves  open  the  question  of  what 
the  Baltimore  &  Ohio  actually  paid  for  the  value  of  the  property 
acquired. 

Mr.  Shriver.  Well,  it  was  the  market  value  at  the  time  we  ac- 
quired it. 
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Mr.  Johnson.  Does  not  that  open  up  another  question  as  to  what 
amount  of  actual  money  the  Baltimore  &  Ohio  received  for  those 
securities  when  issued? 

Mr.  Bond.  We  are  talking  about  the  securities  of  the  subsidiary 
lines  which  were  acquired  by  the  Baltimore  &  Ohio  and  not  what  the 
Baltimore  &  Ohio  Railroad  issued  itself. 

Mr.  Johnson.  The  same  thing  would  apply.  What  was  actually 
received  at  the  time  they  were  issued? 

Mr.  Bond.  I  did  not  mean  to  open  up  a  general  financial  discussion, 
but  I  wanted  to  point  out  that  the  particular  error  which  the  com- 
mission assumed  from  our  failure  of  proof  in  1910  had  gotten  into 
our  accounts,  that  that  particular  error  had  at  any  rate  not  gotten 
in  here.    That  is  the  only  point  to  it. 

Mr.  Shriver.  The  net  corporate  income  plus  interest  on  funded 
debt — ^that  is,  the  fund  available  for  interest  and  dividends  on  ex- 
isting capital  and  as  a  margin  for  the  basis  of  credit — was  in  1903 
equal  to  5.70  per  cent;  in  1910,  5.12  per  cent;  and  in  1913,  4.78  per 
cent.  For  the  5-year  period  to  1907,  inclusive,  it  was  5.65  per  cent, 
and  for  the  second  5-year  period  to  1912,  inclusive,  4.81  per  cent. 
Compared  with  the  10-year  average  of  5.21  per  cent,  the  return  in 
1913  was  only  4.78  per  cent. 

The  decreased  return  on  property  investment  and  on  total  obliga- 
tions is  shown  to  be  due  chiefly  to  the  increasing  cost  of  operation. 
The  operating  revenues  and  expenses  are  shown  m  the  second  state- 
ment submitted,  entitled  "Operating  revenues,  expenses,  and  taxes." 

The  total  operating  revenue  (including  outside  operations)  in 
1903  was  $68,178,000;  m  1913,  $103,330,000.  The  increase  in  revenue 
in  1913  over  1903  was  51.56  per  cent,  and  that  in  operating  expenses 
83.03  per  cent. 

The  ratio  of  expenses  to  total  operating  revenue  shows  a  tendency 
upward  which  has  been  particularly  noticeable  since  1910.  '  This 
ratio,  which  in  1903  was  61.25  per  cent  and  in  1910  70.09  per  cent, 
in  1913  was  73.96  per  cent.  The  5-year  average  to  1907,  inclusive, 
was  65.27  per  cent,  and  the  5-year  average  to  1912,  inclusive,  was  71 
per  cent.  Taxes  in  1913,  at  $3,113,000,  show  an  increase  of  $648,000, 
or  26.05  per  cent  over  1910,  and  129.89  per  cent  over  1903. 

When  taxes  are  included  the  ratio  of  total  operating  expenses  to 
operating  revenues  is  found  to  be  as  follows:  1903,  63.24  per  cent; 
1910,  72.83  per  cent;  1913,  76.97  per  cent. 

Comparing  1913  with  1903,  total  operating  expenses  increased 
$34,671,000.    This  increase  was  distributed  as  follows: 

Maintenance  of  way $7,560,000 

Maintenance  of  equipment 9,734,000 

Transportation 16, 189, 000 

General  and  traffic l,242,00fl 

Such  a  wide  difference  x>n  practically  the  same  miles  of  road  indi- 
cates not  only  greatly  increased  costs  but  also  enlarged  facilities,  as 
well  as  higher  standards  now  required  both  in  maintenance  and 
transportation. 

Comparing  1913  with  1910,  total  operating  expenses  increased 
$13,232,000.    This  increase  was  distributed  as  follows : 

Maintenance  of  way $2,215,000 

Maintenance  of  equipment 2,136,000 

Transportation 8, 119,  OOC 

General  and  traffic fT.^^^^        762,000 
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General  and  traffic  expenses  combined  increased  in  1913  over  1910 
§762,OO0,  and  absorbed  of  the  operating  revenue  4.23  per  cent  and 
4  per  cent  in  the  respective  years;  total  maintenance  expenses  in- 
creased $4,351,000  and  consumed  31.70  per  cent  of  the  operating 
revenue  in  1913  and  31.51  per  cent  in  1910,  and  transportation  ex- 
penses increased  $8,119,000,  taking  38.04  per  cent  of  the  operating 
revenue  in  1913,  and  34.60  per  cent  in  1910.  The  increase  in  busi- 
ness, as  reflected  in  the  increase  of  14.60  per  cent  in  operating  rev- 
enues, accounts  for  a  large  part  of  the  increase  in  total  operating 
expenses. 

The  ratio  is  affected  also  by  decrease  in  gross  revenues,  due  to  de- 
crease in  rates.  It  is  estimated  that,  owing  to  reductions  in  rf.tes  and 
changes  in  classification,  this  company's  revenues  have  been  reduced 
in  the  fiscal  year  1913  by  not  less  than  $900,000. 

The  statement  filed,  marked  "Baltimore  &  Ohio  Railroad  Co. 
Xo.  4,''  shows  tlie  basis  of  this  estimate,  which  is  the  result  of  a 
thorough  examination  of  the  waybills  for  the  entire  month  of 
October,  1912;  February,  1913;  and  August,  1913;  and  checking 
same  against  the  tariffs  in  effect  for  the  corresponding  months  of 
1910. 

Mr.  Bond.  Will  you  not  turn  to  that  table  and  state  what  the  table 
iows  in  a  little  more  detail  ? 

Mr.  Shriver.  Take  the  month  of  October,  1912,  compared  with 
October,  1909.  This  shows,  for  instance,  on  707,000,000  pounds  that 
ehanges  in  classification  caused  reduction  in  revenues  of  $91,000. 

On  the  223,000,000  tons  the  revenue  increased,  due  to  changes  in 
classification,  $20,000,  or  a  net  decrease  in  revenue  due  to  changes  in 
classification  of  $71,000.  Including  the  coal  for  that  period,  the 
revenue  decreased  $139,000,  and  increased,  due  to  change  in  rates  on 
fuel  coal,  $37,000,  or  a  net  decrease  for  the  month  of  $102,000. 

Mr.  Bond.  Without  going  into  detail,  these  figures  are  worked 
out  by  classes  of  traffic,  are  they  ? 

Mr.  Shriver.  Clashes  of  traffic  and  specific  commodities  where 
those  are  notably  changed. 

Mr.  Bond.  By  the  examination  of  every  waybill  for  the  month  in- 
Tolved. 

Mr.  Shriver.  Every  waybill  had  to  be  actuallv  handled.  A  great 
3iany  of  them  did  not  need  any  particular  check.  In  the  merchan- 
dise alone,  I  think,  it  involved  the  handling  of  500,000  to  550,000 
waybills  in  a  given  month,  and  for  the  three  months  it  amounted  to 
over  1,500,000  waybills  handled.  This  specific  increase  and  decrease 
being  ascertained  in  particular  commodities,  they  were  reduced  to  the 
percentage  of  decrease  on  the  entire  merchandise  traffic  and  that  per- 
'^ntage  applied  for  the  merchandise  traffic  of  the  year  to  get  an  esti- 
mate for  the  effect  on  the  entire  year. 

Mr.  Bond.  The  percentage  was  applied  to  the  merchandise  tralfic 
figures  for  the  year  and  not  simply  multiplied  by  months. 

Mr.  Shriver.  No,  sir.  It  was  ascertained,  for  instance,  that  in 
October,  1912,  the  percentage  of  decrease  on  the  entire  merchandise 
revenue  of  that  month  was  1.51  per  cent;  for  February,  1913,  1.43 
per  cent;  and  in  August,  1913,  1.65  per  cent.  The  average  was  as- 
^rtained  to  be  1.53  per  cent,  which  was  applied  on  the  merchandise 
traffic  for  the  entire  year. 

Mr.  Bond.  To  make  up  your  estimate  of  $900,000.  ^  I 
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Mr.  Shriver.  That  makes  up  an  estimate  of  actually  $957,000. 

Such  increase  in  expenses  as  may  not  be  so  accounted  for  is,  in  i 
general  way,  indicated  in  the  increased  ratio  which  operating  ex 
penses  bear  to  ctoss  revenues.  The  increase  of  3.87  in  ratio,  191) 
over  1910,  equals  $13,232,000.  Some  of  the  factors  contributing  ti 
these  increased  expenses  are : 

Increase  in  wages,  1913  over  1910,  due  to  Increased  rates  of  pay 

and  changes  in  working  conditions $4,000,00 

Increase  in  cost  of  locomotive  fuel,  due  to  increase  of  price 448, 00< 

Increase  in  cost  of  crossties,  due  to  increase  of  price 183.00 

Increase  due  to  various  legislative  acts 293,00 

Mr.  Bond.  You  have  stated  that  you  filed  tables  showing  thosn 
matters.  Will  you  not  take  table  marked  No.  5,  which  is  the  oxn 
showing  increase  of  wage  payment  due  to  increased  rates  of  pa] 
and  changes  in  working  conditions,  and  state  how  that  was  pre 
pared  ? 

Mr.  Shriver.  This  estimate  is  the  result  of  having  the  actual  tim< 
slips  for  a  month,  and  the  rates  in  effect  prior  to  1910  applied  to  th< 
business  or  work  done  in  1913,  or  whichever  year  was  bemg  figured 
thereby  ascertaining  the  percentage  of  increase  of  rates  of  pay  t< 
each  class  of  labor,  and  that  percentage  was  applied  on  that  par 
ticular  class  of  work  for  the  year.  The  exact  method  of  getting  ai 
these  figures  and  how  they  were  worked  out  will  be  submitted  ii 
detail  at  a  later  period. 

Mr.  Bond.  Will  vou  not  read  the  total  increase  by  years  as  showi 
by  this  table  No.  5? 

Mr.  Shriver.  The  statement  shows  that  in  the  year  1910,  in  whicl: 
the  increased  rates  of  pay  were  in  effect  for  only  about  three  months 
that  the  increased  rates  of  pay  in  that  year  were  $089,000.  For  th< 
year  1911  the  increased  rates  of  pay  increased  the  charges  t< 
$2,758,000. 

Commissioner  Harlan.  'What  does  that  mean?  An  increase  ovei 
the  year  1910? 

Mr.  Shriver.  No.  That  is  the  total  for  the  rates  which  were  ii 
effect  for  1909.  For  instance,  if  those  rates  were  in  effect  in  1911 
it  meant  an  increase  of  $2,758,000. 

In  1912  the  increase  was  $3,248,000.  In  1913  the  rates  of  pay  a^ 
compared  with  1909  occasioned  an  increased  charge  of  $4,758,000 
As  $689,000  of  that  increase  had  been  realized  in  1910,  it  makes  ai 
increase  in  expenses  due  to  increased  rates  of  pay  in  1913  as  com 
pared  with  1910  of  $4,069,000. 

Mr.  Bond.  I  understood  you  to  testify  that  these  figures  are  basec 
on  the  checking  of  the  actual  time  slips  by  the  timekeepers. 

Mr.  Shriver.  And  an  absolute  reworking  of  the  time,  as  if  th< 
men  were  to  be  paid  on  the  revised  basis. 

Mr.  Bond.  And  the  percentage  so  ascertained  was  not  applied  t< 
the  pay  roll  generally,  but  to  that  particular  item  of  expense  on  th< 
pay  roll. 

Mr.  Shriver.  That  particular  class  of  work. 

The  statement  regarding  fuel  consumption  shows  that  the  tota 
cost  of  fuel,  1913,  compared  with  1910,  increased  $898,000,  about 
one-half  of  the  increase  being  due  to  increased  price,  the  other  to  in 
creased  consumption. 
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The. table  also  shows  that  in  freight  service  the  consumption  per 

U<»  ton-miles  in  1913,  compared  with  1910,  decreased  9  per  cent,  the 
f*t  per  100  ton-raUes  being  identically  the  same  in  both  years,  the 
flecr^sed  consumption  entirely  overcoming  the  increase  in  price. 

A  statement  is  also  filed  marked  "  Baltimore  &  Ohio  Railroad  Co., 
Ka  8,"  illustrating  some  of  the  features  of  operation  for  the  years 
1^^  to  1913,  inclusive.  This  statement  shows  that  while  the  total 
bns  1  niile  increased  18.60  per  <ient,  1913  over  1910,  the  freight-train 
Biles  decreased  15  per  cent. 

Coincident  with  the  decrease  in  train-miles,  the  average  trainload 
revenue  freight,  which  was  442  tons  in  1910,  rose  to  619  tons  in 
&13,  or  an  increase  of  40  per  cent. 

The  average  number  of  loaded  cars  per  train  increased  26.4  per 
tat  The  average  miles  per  car  per  day  decreased  11  per  cent. 

The  tons  per  loaded-car  mile,  in  1910  was  24.1  tons,  and  in  1913 
KTtons. 

The  average  capacity  of  freight  cars  increased  10.8  per  cent,  and 
le  average  load  per  loaded  car,  including  company's  freight,  in- 
teased  10.8  per  cent. 

The  effect  on  the  Baltimore  &  Ohio  Bailroad  Co.'s  income  for 

f'BlS  of  the  changes  which  have  come  about  since  1910  might  be 
sammarized  as  follows.    I  might  add  that  these  figures  do  not  cover 
_  ill  the  points  that  have  caused  increases,  but  simply  some  of  the 
(iominant  ones. 

By  reason  of  reduction  in  rates  revenues  have  been  decreased 
(which  has  the  effect  of  a  charge  against  income)  $900,000. 
Expenses  were  added  to  by — 

lacnease  in  wages $4,000,000 

lacrease  in  price  of  ties 183,000 

lacreaee  in  price  of  fuel 488,000 

bcrease  due  to  various  legislative  enactments 293, 000 

I  b^rease  in  taxes 643,000 

Total  expenses  and  taxes 6,467,000 

The  increase  of  $56,016,000  in  property  investment  calls  for  an 
iverage  interest  charge  of  somethmg  over,  but,  say,  5  per  cent  per 
tnnum,  $2,800,000,  a  total  of  $9^267,000;  that  is  to  say,  these  various 
factors  that  were  not  operative  m  1910  caused  an  increase  in  the  cost 
of  doing  business  in  1913,  including  charges  for  additional  facilities, 
of  $9,267,000. 

Commissioner  Clements.  What  is  that  item  about  legislation,  or 
expenses  incident  to  legislation? 

Mr.  Shkiver.  It  is  $293,000.  I  will  give  you  some  of  the  items 
tliat  occasioned  that. 

Mr.  Bond.  That  is  shown  on  Table  No.  7. 

Mr.  Shmver.  For  instance,  the  boiler-inspection  law  occasioned 
tn  increased  expense  of  $123,000,  due  to  additional  clerks  necessary 
to  keep  the  records  of  boiler  inspections^  and  so  forth.  The  safety- 
appliance  law — ^that  is,  for  the  application  of  additional  safety  de- 
vices— occasioned  an  expense  of  $93,000.  The  semimonthly  payment 
of  wages,  which  has  gone  into  effect  recently,  occasioned  an  increased 
expense  of  $77,000. 

Commissioner  Clembnts.  The  two  larger  items,  one  being  inci- 
dent to  boiler  inspection— how  much  is  that  itemt 
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Mr.  Shru'er.  That  is  $123,000,  and  the  safetv-apnliance  law  is 
$93,000. 

Commissioner  Clements.  That  means  the  application  of  safety 
appliances  to  the  equipment  required  by  law. 

Mr.  SiiRiVER.  Yes. 

Mr.  Patterson.  Does  that  include  the  standardization  of  equip- 
ment under  the  act  of  Congress  ? 

Mr.  Shrfver.  All  expenses  of  that  character,  additions  and  bet- 
terments incidental  to  the  work,  and  so  forth. 

Commissioner  Prouty.  "Wiiat  are  the  other  items  making  up  that 
$293,000? 

Mr.  Siiriver.  One  is  the  semimonthly  pay-roll  p^^oposition  of 
$77,000,  simply  actual  additional  employees  that  we  have  to  put  on 
to  handle  the  pay  rolls  twice  a  month  instead  of  once  a  month. 

Commissioner  Clements.  Is  that  required  by  law  ? 

Mr.  Siiriver.  Yes,  sir;  in  certain  States.  There  is  a  statute  in 
Ohio  and  in  one  of  the  other  States,  and  we  applied  it  over  our 
whole  system,  so  as  to  make  it  uniform  for  the  men  all  over  the 
system. 

Referring  again  to  this  figure  of  $9,267,000.  The  surplus  at  June 
^0,  1910,  after  paying  interest  and  dividends,  was  $4,773,000.  The 
surplus  at  the  end  of  1913  was  $1,906,000,  making  a  reduction  in 
surplus — that  is,  the  amount  that  had  to  be  contributed  from  surplus 
toward  this  increased  expense  of  $9,000,000— of  $2,867,000,  showing 
that  with  improved  facilities,  increased  supervision,  and  consequent 
increase  in  trainload,  carload,  and  so  forth,  there  has  been  overcome 
in  the  operation  of  the  road  for  the  year  1913  increased  expenses  and 
charges  approximating  $6,400,000. 

Mr.  Bond.  How  long  have  you  been  in  the  Baltimore  &  Ohio 
service  ? 

Mr.  Shriver.  Something  over  25  years,  I  believe. 

Mr.  Bond.  In  what  capacities? 

Mr.  Shriver.  Various  clerical  capacities;  several  years  as  as- 
sistant to  the  president,  and  about  two  years  as  second  vice  president. 

Mr.  Bond.  You  have  been  in  the  president's  office  either  as  secre- 
tary or  chief  clerk  ever  since  1896,  have  you  not? 

Mr.  Siiri\t:r.  Yes;  or,  rather,  as  a  matter  of  fact,  since  1889. 

Mr.  Bond.  As  part  of  your  duties  in  the  president's  office,  and 
since  you  became  second  vice  president,  have  you  not  had  constantly 
to  endeavor  to  ascertain  from  the  accounts  the  reasons  for  increases 
and  decreases  of  expenses? 

Mr.  Shriver.  The  increase  of  expenses  has  been  a  very  serious 
matter  for  consideration  there. 

Mr.  Bond.  How  much  can  vou  find  out  from  accounts? 

Mr.  Shriver.  Well,  they  reflect  tendencies,  I  think.  You  mean  the 
general  accounts  of  expenses  ? 

Mr.  Bond.  Yes.  Is  it  not  a  fact  that  about  all  you  can  hope  to 
get  is  to  find  out  where  to  look  for  a  cause. 

Mr.  Shriver.  We  have  a  detailed  expense  account,  which  shows 
items  of  increase  or  decrease  in  each  item  of  expense,  but  that,  of 
course,  does  not  show  why  it  happened. 

Mr.  Bond.  It  only  shows  how  it  happened? 

Mr.  Shriver.  No;  it  only  shows  how  much  it  happened. 
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Mr.  Bond.  And  that  is  the  reason  that  you  can  only  state  that 
c-ertain  expenses  and  certain  items  appear  to  have  operated  to  cause 
expense.  As  a  matter  of  fact,  that  might  be  due  to  a  decrease  in  ex- 
pense in  some  other  item  ? 

Mr.  Shriver.  Yes;  practically  so.  The  total  increase  in  expense 
would  not  indicate  particularly  whether  a  certain  item  had  increased 
or  decreased. 

Air.  Bond.  Taking  comparative  expense  accounts  for  two  suc- 
cessive years,  how  would  you,  in  the  light  of  your  experience  and  in 
the  discharge  of  your  duty  to  find  out  things,  go  about  finding  out 
the  reason  for  the  increase  of  expense,  say,  between  1910  and  1918? 

ilr.  Shriver.  The  first  items  that  w^e  get  from  our  accounting  de- 
partment are  the  gross  earnings  and  the  gross  expenses,  which  would 
reflect  whether  the  expenses  had  increased  or  decreased.  The  in- 
crease in  ratio  that  the  operating  expenses  would  bear  to  gross 
earnings  would  at  once  suggest  and  reflect  whether  the  expenses  were 
growing  out  of  harmony  with  the  increase  in  business  or  decrease  in 
business.  That  would  simply  be  a  point  to  call  attention.  If  you 
found  the  ratio  had  increased,  you  would  not  know  what  had  occa- 
sioned that  increase  in  ratio  or  expense. 

ilr.  Bond.  That  is  to  say,  before  you  can  make  the  accounts  of 
two  years  comparable  you  must  eliminate  the  element  of  increased 
>nisiness  as  a  cause  and  get  that  out  of  the  way.    Is  that  is? 

\lr.  SiiRivER.  That  is  the  first  proposition,  and  the  increased  ratio 
will  indicate  that. 

Mr.  Bond.  How  far,  in  your  experience,  is  the  measure  of  gross 
iTveniie  the  best  measure? 

ilr.  Shriver.  Of  course,  it  is  only  an  indicative  measure.  Having 
found  that  the  increased  ratio  is  out. of  harmony  with  the  increased 
expenses,  you  would  want  to  know  something  more  about  it,  first, 
as  to  what  particular  items  had  increased,  lou  would  have  to  fol- 
low that  out  and  finally  analyze  it,  as  we  have  done  on  these  pay 
rolls,  to  find  out  exactly  what  has  occasioned  it,  outside  of  the  in- 
f-Tease  in  business.  - 

Mr.  Bond.  Have  you  made  a  comparison  of  the  vears  1910  and 
1^13  as  you  would  make  it  in  the  ordinary  course  of  Wsiness  with  a 
uew  to  seeing  what  the  accounts  show  as  to  causes  of  increase? 

Mr.  Shriver.  I  have  our  regular  rough  analysis  of  the  increases 
in  that  particular  period,  which  is  used  as  the  basis  for  further  in- 

For  instance,  for  the  year  1913  over  1910  it  is  ascertained  that  the 
gross  operating  revenue  increased  $12,000,000,  or  14  per  cent.  Find- 
ing that  the  increased  ratio  of  expenses  is  out  of  harmony  with  the 
increased  revenue,  we  naturally  look  to  other  elements  to  see  what 
it  is.  We  find  that  the  freight-train  revenue  increased  15  per  cent 
and  the  revenue  tons  one  mile  increased  19  per  cent,  which  is  incident 
to  some  slight  decrease  in  the  receipts  per  ton  per  mile. 

Take  the  subaccount  and  we  find  that  general  expenses  have  in- 
creased 0.21  per  cent.  The  total  increase  in  amount  was  453,718. 
This  possibly  indicates  that  the  increase  in  expenses  is  out  of  line 
with  the  increased  business  to  the  extent  of  $216,000.  We  ascertained 
the  various  details  that  have  occasioned  that,  including  the  increased 
rate  of  pay  of  clerks  and  attendants,  $107,000.    Under  traffic  expense 
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we  find  that  there  is  a  decrease,  compared  to  the  growth  of  business 
according  to  the  ratio,  of  $106,000.  There  is  an  increase  due  to  out 
side  agencies  of  $142,000. 

In  main tenance-of -way  expenses  the  actual  increase  is  $2,358,210 
the  ratio  indicating  that  the  increase  is  out  of  harmony  with  the  in 
crease  in  earnings  of  $685,000.  We  find  that  the  increased  rates  od 
pay  amounts  to  $569,000;  the  increase  directly  allocated  to  flood  ex- 
pense is  $518,000;  the  increased  price  of  ties,  $183,000;  and  the  in- 
creased price  of  rail,  $114,000.  There  is  also  an  item  of  maintenance 
of  additional  interlocking  and  automatic  signals  put  in  during  that 
period  of  $53,000,  making  a  total  of  $1,439,000. 

The  Chairman.  We  will  take  a  recess  at  this  point  until  ICI 
o'clock  to-morrow  morning. 

(Whereupon,  at  4.30  o'clock  p.  m.,  on  the  24th  day  of  November. 
1913,  a  recess  was  taken  until  to-morrow,  Tuesday,  November  25, 
1913,  at  10  o'clock  a.  m.) 


WASHn^GTON,  D.  C,  NOVEMBEB  25,  1913. 

SECOND  DAY. 

The  commission  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m. 
Present:   Commissioners   Clark    (chairman),   Clements,   Harlan, 
McChord,  and  Meyer. 

Additional  Appearances. 

Messrs.  Wade  H.  Ellis  and  Challin  B.  Ellis,  representing  the 
Pittsburgh  Steel  Co.  and  Wheeling  Steel  &  Iron  Co. 

Mr.  W.  H.  Wadham,  representing  the  New  York  Produce  Ex- 
change. 

Mr.  T.  S.  Darant,  representing  the  Norfolk  &  Western  Railway. 

Proceedings. 

The  Chairman.  We  will  proceed,  gentlemen. 

Mr.  CowLES.  I  would  like  to  have  an  opportunity  to  ask  our  rail- 
way friends  to  give  us  certain  statistics,  if  I  may  do  so. 

The  Chairman.  You  may  state  what  it  is  you  would  like  to  have, 
Mr.  Cowles. 

Mr.  Cowles.  I  would  like  to  have  the  railway  counsel  give  us  sta- 
tistics  

The  Chairman.  Have  you  entered  your  appearance,  Mr.  Cowles? 

Mr.  Cowles.  Yes,  sir. 

The  Chairman.  Whom  do  you  represent? 

Mr.  CowMss.  The  general  public. 

The  Chairman.  Do  you  represent  the  general  public  by  your  own 
appointment? 

Mr.  Cowles.  I  was  secretary  of  the  Postal  Progress  League  for  a 
number  of  years.  Some  of  the  members  of  the  league  do  not  stand 
by  me  in  the  course  I  am  taking.  For  all  these  years  my  object  has 
been  to  dissolve  this  railroad  combination,  and  I  think  I  am  repre- 
senting to-day  the  majority  of  the  taxpayers  in  this  country. 
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I  would  like  to  have  railway  counsel  give  us  statistics  as  to  the 
rost  for  the  past  three  years  of  their  present  system  of  making  out 
the  tariff  sheets  (value  of  the  service)  of  their  respective  fines; 
the  (cost)  collection  of  bills  under  their  system,  and  the  losses  con- 
Mcted  therewith.  Also  the  legal  expenses  connected  with  the  prose- 
•*iition  of  shippers  for  the  misclassification.  Also  a  comparison  as 
to  the  possible  saving  from  the  adoption  of  a  system  of  prepaid  rates, 
n^ardless  of  distance  and  the  character  of  the  matter  transported. 

I  would  also  like  to  have  them  give  us  statistics  as  to  the  amount 
of  their  less-than-carload  and  carload  traffic,  and  as  to  the  possible 
saving  in  cost  by  the  substitution  of  the  mechanical  appliances  for 
hand  power  in  the  loading  and  unloading  of  both  less-tnan-carload 
md  carload  freight. 

Mv  reason  for  doing  that  is  this :  The  mechanical  engineer 

The  Chairman.  We  can  not  hear  you  argue  on  this  matter,  Mr. 
Cowles. 

Mr.  CowLES.  I  would  also  like  to  have  them  supply  estimates  as 
to  the  possible  l)enefit  that  would  accrue  to  the  railroads  and  the 
jmUic  rrom  having  the  entire  collection  and  delivery  business,  to- 
f^er  with  the  station,  with  the  station  business  handled  by  a  single 
iiithority. 

We  would  also  like  to  have  estimates  as  to  the  effects  that  would 
follow  a  general  combination  of  the  entire  business  of  public  trans- 
portation. 

The  Chairman.  Is  that  all  that  you  wish? 

Mr.  CowLEs.  Yes. 

The  Chairman.  The  commission  will  take  your  request  under  ad- 
nsement  and  determine  whether  it  is  proper  to  demand  this  informa- 
tion from  the  railroads. 

ilr.  CowuEs.  I  would  like  to  have  the  opportunity  of  making  a 
^atement  before  adjournment. 

Mr.  Wadham.  I  would  like  to  have  the  record  show  my  appear- 
uice  for  the  New  York  Produce  Exchange. 

Mr,  Butler.  Mr.  Chairman  and  members  of  the  commission,  in 
compliance  with  the  wishes  of  many  of  his  friends  and  in  response 
to  the  impulses  of  my  heart,  I  rise  to  pay  tribute,  feeble  though  it 
amst  be,  to  the  divine  spirit  that  until  a  few  days  ago  was  witn  us 
in  a  human  body  and  is  now  passed  on  forever. 

Jchn  H.  Marble  was  a  man  among  men.  He  was  none  the  less 
strong  because  his  manner  was  mild.  He  was  none  the  less  de- 
termined because  his  disposition  was  sweet,  his  heart  kindly  and 
gentle.  His  ideals  were  high,  but  not  too  high  for  attainment;  and 
h  he  made  them  real,  they  served  as  the  bases  of  ideals  even  more 
lofty,  yet  from  his  new  eminence  not  less  attainable. 

Possessing  all  the  quicjsening  and  enlightening  qualities  of  mind 
ind  heart  that  gave  hrni  a  conscience  as  keen  as  it  was  clear,  he  was 
true  to  every  suggestion  of  right  and  duty — true  to.  himself,  his 
friends,  his  family,  his  every  relation,  and  every  interest  in  life. 

Our  hearts  sorrow  for  the  wife  and  daughter  upon  whom  his  sud- 
den taking  away  has  fallen  as  a  mysterious,  unexplained,  and  unex- 
plainable  horror,  and  who  because  of  it  suffer  unspeakable  anguish. 

To  you  who  were  his  associates  in  a  public  service,  than  which 
diere  is  none  more  arduous,  more  important,  or  more  honorable,  we 
extend  our  sympathy  in  the  loss  of  a  companion,  helper,  and  friend. 
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In  this  forum  are  waged  some  of  the  mightiest  battles  of  our  time. 
Here  John  Marble  appeared  more  frequently  perhaps  as  advocate 
than  as  arbiter.  But  whether  here  as  examiner  or  attorney,  secre- 
tary or  commissioner,  he  viewed  the  conflict  serenely,  impersonally, 
justly.  He  feared  no  foe,  favored  no  friend.  His  affections  were 
not  the  less  deep  because  he  yielded  to  his  judgment.  In  the  heat 
and  strife  of  it  all  he  stood  his  ground  in  simple,  unaffected  manner. 
His  memory  is  revered,  as  he  was  loved  by  every  one  whose  privilege 
it  was  to  know  him. 

The  Chairman.  You  may  proceed,  Mr.  Bond. 

George  M.  Sh river,  a  witness  previously  sworn  in  behalf  of  the 
Baltimore  ,&  Ohio  Railway  Co.,  resumed  the  stand  and  testified  fur- 
ther, as  follows: 

Mr.  Bond.  Mr.  Shriver,  yesterday  you  testified  that  for  the  year 
1913,  owing  to  changes  that  had  come  about  since  1910,  increased 
expenses,  charges,  anji  other  items  aggregated  $9,267,000.  Included 
in  those  items  were  items  of  expenses  alone  which  were  beyond  the 
control  of  the  company,  such  as  increases  in  wages,  prices  of  ties, 
fuel,  and  so  forth,  totaling  $4,920,000.  When  we  closed  you  were 
presenting  a  statement  covering  these  and  other  features  which  had 
affected  the  expenses  of  the  company  in  1913  compared  with  1910  by 
different  accounts. 

Mr.  Shriver.  I  undeilook  to  state  yesterday,  and  I  doubt  if  I 
made  myself  entirely  clear,  that  a  statement  showing  merely  the  in- 
crease and  decrease  in  expenses  by  accounts  was  not  necessarily  an 
explanation ;  that  it  was  necessary  first  to  ascertain  the  effect  ol  the 
increased  business  after  allowing  for  the  increased  measure  of  service 
which  might  be  tested  by  various  bases  affecting  any  particular  item 
of  work;  that  you  would  find  probably  certain  abnormal  expenses 
which  would  require  some  particular  detailed  explanation,  which 
could  only  be  ascertained  by  taking  into  consideration  the  circum- 
stances and  conditions  imder  which  the  increased  work  or  the  entire 
work  had  been  performed. 

I  also  suggested  that  the  increase  in  ratio  that  the  operating  ex- 
penses bears  to  the  total  operating  revenue  indicated,  m  a  general 
way,  the  effect  of  the  increased  business  naturally,  and  taking  thi^ 
measure  of  ascertaining  the  increased  expenses  due  to  other  causes 
than  increase  of  traffic,  1913  over  1910,  I  undertook  to  show  what 
influences  and  particular  circumstances  had  accounted  for  the  ab- 
normal increase  in  that  period. 

As  the  ton-miles  in  this  period  had  increased  19  per  cent  and  total 
revenues  only  14  per  cent,  it  was  evident  that  the  operating  ratio  was 
a  conservative  basis  at  least  in  estimating  the  increased  work. 

At  the  risk,  possibly,  of  repeating  some  few  figures  which  I  menn 
tioned  yesterday  I  will  start  with  the  general  expense  account,  if 
you  please.  J 

The  general  expenses  in  1913  over  1910  showed  an  increase  ot 
$453,000,  and  the  ratio  of  increase  was  0.21  per  cent.  This  increased 
ratio  was  equivalent  to  $216,000.  Some  of  the  items  contributing  to 
this  increase  were  increase  in  salaries  and  expenses  of  general  ofR- 
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cers,  $66,000 :  increase  in  rates  of  paj^  of  clerks  and  attendants,  $107,- 
fiOO:  transfer  of  account  work  from  departments  to  general  office, 
?31.000;  installation  of  new  forms  and  supplies  in  connection  with 
the  adoption  of  daily  system  of  accounting,  throwing  additional  work 
to  general  office  and  relieving  agencies,  $69,000;  and  various  other 
items^  including  expense  due  to  establishing  a  new  loss  and  damage 
bureau  to  investigate  claims  and  reasons  therefor,  with  a  view  to 
orercoming  causes,  $21,000;  a  total,  with  some  other  miscellaneous 
items,  of  ^09,000,  which  accounts  for  $409,000  of  the  $453,000  direct 
increase. 

Traffic  expenses  increased  $149,000,  and  their  ratio  to  operating 
revenues  decreased  one- tenth  of  1  per  cent,  or  $106,000.  In  the  mean- 
time the  companv  has  established  some  outside  agencies,  at  an  in- 
ffeased  cost  of  about  $142,000. 

In  maintenance  of  way  the  total  increase  compared  with  1910  was 
Si^8,OO0.  The  increased  ratio  that  these  particular  expenses  bore 
to  operating  revenue  for  that  period  showed  an  abnormal  expendi- 
lare  of  $685,000. 

In  this  connection  the  increased  rate  of  pay  occasioned  $569,000. 
In  that  year  we  had  some  directly  allocatable  flood  expenses  amount- 
ing to  $500,000.  Expenses  incident  to  flood  are  scattered  all  through 
tie  various  accounts.  A  great  many  of  them  were  not  directly  allo- 
fstable,  but  in  this  particular  account  there  is  that  much  directly  re- 
sponsible. 

The  increase  in  price  of  ties  was  $183,000,  and  the  increase  in  price 
of  rails  was  $114,000.  Maintenance  of  additional  interlocking  and 
automatic  signals  over  the  previous  period,  $53,000,  a  total  of 
SL439,OO0. 

Ties  put  in  in  this  particular  period  increased  497,000  in  number, 
or  22  per  cent.  There  was  an  increase  in  stone  ballast-tons  of  261,- 
•XiO  tons,  or  54  per  cent.  There  was  a  decrease  in  the  amount  of  rail 
Itid  in  that  year.  That,  I  might  say,  was  incident  to  the  flood  inter- 
rupting the  maintenance  program  of  the  year,  and  a  considerable 
q^iantity  of  rail  went  over  to  the  subsequent  year. 

Maintenance  of  equipment  expenses  nad  increased  $1,949,000  com- 
p^ired  witiii  1910.  On  the  basis  of  the  same  ratio,  which  probably  has 
not  so  much  effect  in  maintenance  of  equipment  as  it  has  in  other 
transportation  accounts,  was  equivalent  to  a  decrease  of  $382,000. 

Of  the  actual  increase  of  $1,900,000,  the  increase  due  to  rates  of 
pay,  accounted  for  $799,000;  increase  due  to  superintendence,  $83,- 
^j6:  increase  due  to  equipment  put  out  of  service  and  rebuilt, 
SSOO5OOO ;  and  increase  in  depreciation  of  $994,000. 

^£r.  Bond.  Give  us  the  total  of  those  items  that  you  have  men- 
tioned there  if  you  can. 

Mr.  SHRrv^R.  They  are  separated  through  so  many  accounts  I 
doubt  if  I  can  do  it. 

Mr.  Bond.  Just  the  items  you  have  mentioned.  You  have  that 
total. 

Mr.  Sbcriver.  The  total  of  those  particular  items  is  $2,192,000. 

Mr.  Bond.  Is  not  that  the  total  after  deducting. decrease  for  re- 
pairs of  cars  of  $534,000? 

Mr.  Shbh^r.  Yes ;  that  is  the  net  total.  Car  repairs  did  increase 
in  that  period  $534,000. 
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The  transportation  expenses  increased,  1913  over  1910,  $7,685^000. 
The  ratio  oi  increase  was  3.24  per  cent.  The  increase  of  ratio  is 
equivalent  to  $3,303,000. 

The  increases  contributing  to  this  figure  are : 

Superintendence  account  Increased  supervision $288,000 

Increases  due  to  changed  rates  of  pay  and  working  conditions 2, 171,  OOO 

Increases  due  to  detouring  trains  account  of  Sand  Patch  Tunnel 

caye-ln  and  floods 194.  OOO 

Increases  due  to  Increased  price  of  fuel 448,  OOO 

Increase  due  to  cleaning,  heating,  lighting,  icing  and  watering,  and 

other  expenses  on  passenger  cars  account  demand  for  better  service.  92,  OOO 

Increases  due  to  amounts  paid  to  employees  on  safety  committee 4,  OOO 

Increases  due  to  conference  committee  of  managers  at  New  York — 

chiefly  In  connection  with  considering  wage  matters-i 27,000 

Increases  due  to  bureau  of  explosives 1, 600 

Increases  due  to  interlocking,  block  signals,  etc 66.  OOO 

Increases  due  to  crossing  protection,  flagmen,  supplies,  and  lighting..  22,  OOO 

A  total  of  $3,308,000,  directly  offsetting  apparently  the  abnormal 
increases. 

Those  are  all  items,  I  might  say,  that  were  not  directly  effective  in 
the  year  1910. 

Incident  to  the  increase  in  trainload  and  carload  we  got  a  product 
in  increased  loss  and  damage  out  of  proportion  to  the  increased  busi- 
ness or  something  over  $500,000,  which,  as  I  have  indicated,  is  a 
matter  for  investigation,  a  special  bureau  having  been  inaugurated 
to  go  into  that  subject  to  see  what  can  be  done  to  eliminate  it. 

Injuries  to  persons  increased  out  of  proportion  to  the  revenue, 
$201,000.  This  is  due  to  the  broader  liability  to  employees  under  the 
new  statute,  as  compared  with  earlier  periods. 

Commissioner  McChord.  Under  what  heading  do  you  charge  the 
item  on  page  7  of  your  volume  No.  5,  "Boiler  inspection  law, 
$123,180'^? 

Mr.  Shriver.  I  think  that  is  classed  in  other  expenses  of  motive- 
power  maintenance. 

Commissioner  McChord.  I  have  reference  now  to  the  Baltimore  & 
Ohio  Railroad  Co. 

Mr.  Shriver.  That  would  be  distributed  through  the  divisi(m  ac- 
coimts  of  the  motive-power  department. 

Commissioner  McChord.  Is  that  an  increase  in  all  expenses  on 
account  of  the  inf  orcement  of  the  boiler  inspection  law  that  was  not 
incurred  prior  to  the  passage  of  that  law  ? 

Mr.  Shrhter.  That  figure  is  intended  to  represent  the  addition  of 
new  expenses  incident  to  the  charge  in  method  of  supervision  and 
the  maintaining  of  records  in  that  connection. 

Commissioner  McChord.  I  notice  that  you  have  several  items 
there.    Can  you  furnish  the  details  for  each  one  of  those  items? 

Mr.  Shriver.  Yes. 

Commissioner  McChord.  I  believe  the  Baltimore  &  Ohio  Railroad 
Co.  has  2,073  engines. 

Mr.  Shriver.  2,200  is  the  total,  I  think. 

Commissioner  McChord.  Our  records  show  2,078. 

Mr.  Shriver.  That  is  close  enough,  sir. 

Coftunissioner  McChord.  Your  approximate  cost  is  shown  at 
$5.90  for  each  one  of  those  locomotives. 

Mr.  Shriver.  Per  year? 
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Commissioner  McChord.  Yes.  What  does  that  $128,000  include? 
Of  what  is  it  mainly  made  up  ? 

Mr.  Shriver.  It  includes  additional  cleric  appointed  to  the  master 
medianic's  office  to  keep  the  records  incident  to  boiler  inspection. 
C^tificates  for  frames  supplied  for  locomotives.  There  is  a  more 
frequent  and  periodical  test  of  steam  gauges  and  additional  work 
neoe^ary  to  make  repairs  to  gauge  cocks  and  other  features.  The 
opening  of  tell-tale  holes  in  the  boiler  and  the  fact  that  boiler  makers 
ind  oi>erators  look  more  frequently  after  small  leaks  and  reenf orce- 
ment. 

Conunissioner  McChord.  It  is  a  greater  inspection  than  was  re- 
quired before? 

Mr.. Shriver.  A  very  much  closer  inspection  than  was  done  before. 

Commissioner  McChord.  And  clerical  hire  incident  to  that? 

Mr.  Shriver.  Yes.  I  wish  to  suggest  that  we  have  no  criticism 
to  make  of  this  law  or  any  of  these  other  laws  to  which  I  have 
referred. 

Commissioner  McChord.  You  have  that  in  your  statement.  What 
I  have  in  mind  is  this :  The  commission  maintains  a  pretty  careful 
tad  close  supervisicm  of  inspection  over  all  the  locomotives  on  all  the 
railroads.  Last  year  it  inspected  90,846  locomotives,  and  the  cost 
per  locomotive  incurred  by  was  $1.07,  as  against  $5.90  expended 
by  the  Baltimore  &  Ohio  for  the  inspection  of  ^its  locomotives.  I  wish 
Toa  would  explain  that  feature  or  have  it  explained.  ' 

Mr.  Shriver.  I  do  not  know  that  I  Imow  to  what  extent  your  in- 
spectors did  the  same  work  that  our  inspectors  did. 

Commissioner  McChord.  We  have  an  idea  here  that  we  are  making 
I  pretty  close  and  careful  inspection  of  locomotives. 

Mr.  Shriver.  I  had  in  mind  whether  or  not  your  inspectors  make 
as  close  inspections  as  we  do. 

Commissioner  McChord.  We  have  a  force  of  clerks  to  keep  the 
record  of  all  of  these  engines,  and  I  suppose  that  record  is  equal  to 
the  one  kept  by  the  railroad  itself. 

Mr.  Shriver.  What  I  had  in  mind  was  whether  your  inspection  was 
Blade  possibly  once  a  month  and  ours  made  oftener.  Maybe  we  are 
going  beyond  what  the  law  stipulates,  and  having  put  on  the  ad- 
ditional inspectors  we  mav  make  frequent  inspections  than  even  the 
Uw  demands.  This  particular  item  would  represent  about  $5  per 
focomotive  per  month.  I  do  not  know  whether  that  would  be  out 
of  line  with  the  inspection  which  is  now  going  on  by  the  commission. 

Commissioner  McChord.  We  would  to  glad  to  nave  you  explain 
that. 

Mr.  Shriver.  We  will  do  that,  sir,  in  detail.  We  think  the  figure 
has  been  very  carefully  worked  out,  and  we  believe  it  to  be  correct. 
There  may  be  some  difference  as  to  what  is  included  in  it. 

Commissioner  McChord.  It  costs  the  commission  $2.14  to  make 
this  inspection  {)er  engine,  and  it  costs  the  Baltimore  &  Ohio  Rail- 
road Co.  $5.90. 

Mr.  Shriver.  Unless  we  could  have  something  comparative  as  to 
what  each  side  is  doing  in  the  way  of  inspection  I  could  not  answer 
that. 

Commissioner  McChord.  They  both  follow  the  same  rules,  do  they 
not? 
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Mr.  Shriver.  This  takes  up  various  other  items  outside  of  straight 
ihspection,  as  is  probably  called  for.  However,  we  will  give  com- 
plete details  on  that. 

Commissioner  Harlan.  That  $5.90  which  my  brother  McChord 
mentioned  is  the  increased  cost,  is  it  not?    It  is  not  the  total  cost? 

Mr.  Shriver.  No;  that  is  the  increased  cost. 

Commissioner  Harlan.  Do  you  know  what  the  total  cost  is? 

Mr.  Shriver.  I  could  not  answer  that  at  the  minute;  no,  sir. 

Commissioner  Harlan.  Is  it  ascertainable? 

Mr.  Shriver.  Yes,  sir;  in  a  general  way  it  could  be  ascertainable. 

Mr.  Bond.  I  would  like  to  have  the  statement  from  which  you 
have  been  reading  filed  if  you  have  the  necessary  copies  of  it,  and  if 
not,  I  would  like  to  get  permission  from  the  commission  to  file  it 
later. 

Mr.  Shriver.  I  can  file  one  copy  now  and  furnish  any  additional 
ones  that  are  desired. 

(The  paper  referred  to  was  received  in  evidence,  marked  "  Balti- 
more &  Ohio  Railroad  Co.  Exhibit  No.  3,  witness,  George  M. 
Shriver,"  and  will  be  found  at  the  end  of  this  hearing.) 

Mr.  Bond.  You  have  prepared  an  analysis  of  expenses  in  sub- 
stantially this  same  form,  comparing  the  year  1913  to  1912,  and  also 
1910  to  1909.  I  will  ask  you  to  file  those  and  to  furnish  copies  as  you 
have  of  the  other  statements.    We  will  not  read  them  into  the  record. 

Mr.  Shriver.  This  is  a  summary  showing  comparisons  of  revenue 
expenses  on  the  Baltimore  &  Ohio  Railroad  Co.  for  the  fiscal  year 
1913  as  compared  with  1912,  and  1910  compared  with  1909.  I  would 
say  that  these  are  simply  summaries  along  the  lines  that  I  have  indi- 
cated and  are  not  intended  to  be  complete  analyses  of  these  particular 
expenses.  If  the  commission  desires  it — and  I  understand  that  to  be 
their  wish — they  will  be  furnished  in  complete  detail  for  these  par- 
ticular periods. 

(The  documents  referred  to  were  received  in  evidence,  marked 
"  Baltimore  &  Ohio  Railroad  Co.  Exhibit  No.  4,  witness,  George  M. 
Shriver":  and  "Baltimore  &  Ohio  Railroad  Co.  Exhibit  No.  5, 
witness,  George  M.  Shriver,"  and  will  be  found  at  the  end  of  this 
hearing.) 

Mr.  Bond.  You  are  having  prepared  a  full  analysis  of  the  ex- 
penses, comparing  these  years  1913  and  1910,  1913  and  1912,  and  1910 
and  1909,  are  you  not? 

Mr.  Shriver.  That  is  correct,  sir. 

Mr.  Bond.  They  wiU  be  furnished  in  suflScient  numbers.  We  have 
not  had  time  to  have  them  printed  and  duplicated.  We  will  file 
them  and  furnish  copies  within  a  few  days  with  the  permission  of  the 
commission. 

That  is  all  I  wish  to  ask,  Mr.  Shriver,  at  this  time.  Mr.  Brandeis, 
do  you  wish  to  ask  him  any  questions? 

Mr.  Brandeis.  No. 

Mr.  Lyon.  Mr.  Shriver,  you  have  given  a  great  deal  of  detail  here, 
which,  of  course,  I  have  not  had  opportunity  to  investigate.  Are 
your  records  so  kept  that  in  addition  to  taking  from  them  the  details 
showing  what  goes  to  each  particular  account,  we  could  find,  by 
investigation,  from  whom  these  different  items  are  purchased  and  by 
what  method  they  are  purchased? 
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Mr.  Shriver.  That  would  take  considerable  examiniation,  but  our 
entire  purchasing  office  is  open  to  your  inspection  as  to  methods  and 
Dames  of  parties  from  whom  we  purchase  supplies  ? 

Mr.  Lyon.  Those  details  can  be  ascertained* 

Mr.  SuRiVER.  Thev  are  available. 

The  Chairman.  That  seems  to  l>e  all  with  Mr.  Shriver. 

Mr.  Patterson.  Before  we  go  on  with  the  next  witness,  I  would 
like  to  say  that  I  do  not  know  whether  the  introductory  statement 
made  by  Mr.  Wrilard  on  yesterday  has  been  formally  embodied  in 
the  record.  If  it  has  not,  I  suggest,  with  the  approval  of  the  com- 
mission, that  it  be  embodied  in  the  record. 

Mr.  MiN-Nis.  That  would  also  follow  with  respect  to  Mr.  Delano's 
remarks. 

The  Chairman.  They  are  both  in  the  record,  gentlemen. 

Mr.  MiNNis.  Mr.  Chairman,  on  behalf  of  the  Central  Freight 
Association  lines  I  wish  now  to  oifer  a  witness  for  the  purpose  of 
verifying  some  data  which  will  be  offered  in  evidence  and  to  give 
te<timonjr  with  respect  to  that  data.  With  the  permission  of  the 
a»mmission  and  counsel  I  will  call  Mr.  Maxwell. 

W.  C.  Maxwell  was  called  as  a  witness  by  and  on  behalf  of  the 
Wabash  Railroad  Co.,  and  being  first  duly  sworn,  testified  as  follows: 

Mr.  MiNNis.  State  your  name  and  occupation. 

Mr.  Maxwell.  W.  C  Maxwell,  general  traffice  manager  of  the 
Wabash  Railroad. 

Mr.  MiNNis.  What  service  have  you  had  in  railroad  bxisiness? 

Mr.  Maxwell.  Thirty-two  years. 

Mr.  MiNNLS.  With  what  companies? 

MV.  Maxwell.  Twenty-four  years  with  the  Burlington  Railroad, 
jnd  the  last  eight  years  with  the  Wabash. 

Mr.  MiNNis.  Have  you  made  a  study  of  the  conditions  of  the  rail- 
n)ads  in  Central  Freight  Association  territory  in  recent  years? 

Mr.  Maxwell.  I  have. 

Mr.  MiNNis.  I  hand  you  a  volume  which  contains  a  number  of 
statements.  Were  these  statements  prepared  by  your  direction  and 
inder  your  supervision? 

Mr.  Maxwell.  Tliey  were. 

Mr.  MiNNis.  From  what  source  did  you  obtain  the  information 
contained  in  those  statements? 

Mr.  Maxwell.  I  obtained  this  information  from  the  published 
official  reports  of  the  Interstate  Commerce  Commission,  except  a  por- 
tion of  the  figures  for  the  years  1911,  1912,  and  1913,  together  with  a 
statement  or  additions  and  betterments  obtained  direct  from  the 
carriers  and  the  bureau  of  railway  economics;  except  also  the  infor- 
mation in  regard  to  area  and  population,  which  was  obtained  from 
the  Government  census  for  1910  and  the  Rand-McNally  Atlas  for 
1913. 

Mr.  MiNNis.  Turn  to  page  2  and  state  what  that  shows. 

Mr.  Maxwtell.  Page  2  is  a  statement  covering  41,109  miles  of  rail- 
road, 35,849  miles  bemg  in  the  territory,  and  it  represents  all  of  the 
udleage  in  the  Central  Freight  Association  territory  except  switch- 
ing and  terminal  railroads,  those  being  excluded  because  their 
charges  are  on  an  arbitrary  or  fixed  per  car  basis. 
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For  the  purpose  of  bring  out  clearly  the  situation  in  Central 
Freight  Association  territory  we  have  divided  this  mileage  into 
groups. 

Group  1  contains  38  companies,  with  a  mileage  of  31,937  miles, 
28,186  miles  of  which  is  in  the  Central  Freight  Association  territory 
and  3,751  miles  in  the  outside  territory,  this  being  the  mileage  of  the 
Chicago  &  Alton,  Illinois  Central,  and  the  Wabash,  west  and  south 
of  Central  Freight  Assocation  territory,  all  in  higher  rate  zones. 

It  was  necessary  to  include  this  3,751  miles  of  outside  mileage,  as 
we  could  not  segregate  the  operation  of  the  mileage  in  and  outside 
the  territory. 

Mr.  MiNNis.  That  is  the  mileage  of  those  companies? 

Mr.  Maxwell.  Yes;  of  those  companies. 

Group  No.  1  includes  78.0  per  cent  of  the  total  mileage  in  the  ter- 
ritory, oeing  all  the  mileage  contained  in  group  2,  group  4,  and 
group  5. 

Group  2  embraces  6,443  miles,  the  Erie  lines  east  of  Marion,  Ohio, 
and  the  Baltimore  &  Ohio  sj^stem,  3,042  miles  of  which  are  located 
in  Central  Freight  A^ociation  territory  and  3,401  miles  in  trunk- 
line  territory.  This  mileage  is  excluded  from  group  1,  and  is  ar- 
ranged in  a  group  to  itself  because  the  results  of  operation  of  mileage 
in  Central  Freight  Association  territory  could  not  be  segrega,ted. 

Group  4  embraces  46  companies,  with  an  aggregate  mileage  of 
2,729  miles,  or  7.5  per  cent  of  the  total  mileage  in  flie  territory,  which 
together  in  1911  earned  less  than  $8,000,000.  These  roads  are  short, 
and  as  a  general  rule,  in  great  financial  distress,  and  we  thought 
it  natural  to  group  them  together. 

Group  5  embraces  1,892  miles,  or  5.3  per  cent  of  the  total  mileage 
of  the  territory,  being  short  projections  in  the  territory  of  the  Chi- 
cago, Burlington  &  Quincy,  the  Louisville  &  Nashville,  the  Mobile 
&  Ohio,  the  Norfolk  &  Western,  the  St.  Louis,  Iron  Mountain  & 
Southern,  the  St.  Louis  Southwestern,  and  the  Southern  Railway, 
and  represents  only  7  per  cent  of  the  mileage  of  those  roads  whose 
principal  operations  are  outside  the  territory. 

Group  3  embraces  28  of  the  38  roads  in  group  1,  with  an  aggregate 
mileage  of  23,167  miles,  which  includes  19,416  miles,  or  51.5  per  cent 
of  the  entire  mileage  in  the  territory,  and  includes  such  important 
lines  as  the  Big  Four,  Vandalia,  Chicago  &  Eastern  Illinois,  Grand 
Trunk  Western,  Grand  Rapids,  Illinois  Central,  Chicago  &  Alton, 
and  Wabash  Railroads. 

Three  thousand  seven  hundred  and  fifty-one  miles  outside  of  the 
territory  included  in  that  group  is  the  mileage  of  the  Central  Freight 
Association,  Illinois  Central,  and  Wabash,  to  which  I  have  referred. 

Mr.  MiNNis.  What  does  page  3  show? 

Mr.  Maxwell.  It  shows  the  area,  population,  and  railroad  mileage 
of  Central  Freight  Association  territory,  trunk  lines,  and  New  Eng- 
land territories,  and  a  comparison  as  between  the  three  territories. 

Mr.  Minn  IS.  What  does  page  4  show? 

Mr.  Maxwell.  It  shows  a  statement  of  the  income  account  of 
groups  1,  2,  and  3,  as  mentioned  for  the  years  1908-1913,  inclusive, 
and  pages  5,  *6,  7,  8,  9,  and  10  contain  detailed  operations  of  each- 
company  for  each  year  covered  by  the  statement  on  page  4. 

Mr.  MiNNis.  What  does  page  11  show? 
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Mr.  MAXWEI.L.  Page  11  contains  a  statement  of  expenditures  for 
additions  and  betterments  by  groups  1  and  3,  1908-1913,  inclusive, 
divided  between  income  and  new  capital. 

Page  12  shows  a  simmiary  of  operations  for  groups  1,  2,  and  3, 
1912-1913,  as  compared  with  1910. 

Pages  13,  14,  and  15  contain  the  details  for  each  company  of  the 
sommary  shown  on  page  12. 

Pages  16  and  17  cover  operations  of  the  46  smaller  roads  for  the 
years  1910  and  1911,  embraced  in  group  4. 

Page  18  shows  data  with  respect  to  the  passenger  and  the  total 
operating  revenues  per  mile  of  road  of  the  companies  mentioned 
thereon. 

Page  19  contains  some  data  with  respect  to  the  density  of  freight 
traffic  and  freight  revenues  of  groups  of  the  Central  Freight  Asso- 
ciation and  trunk-line  roads  for  1912. 

Page  20  contains  data  with  respect  to  the  tonnage  of  the  same 
roads  for  the  year  1912. 

Page  20-A  contains  a  statement  of  average  receipts  per  ton  per 
mile  and  for  each  ton  handled,  and  the  average  haul  per  ton  of  the 
railroads  in  the  United  States  for  the  years  1907-1910,  inclusive, 
siiown  in  the  Interstate  Commerce  Commission's  grouping  and  indi- 
cated on  the  map  attached. 

Mr.  MiNNis.  That  map  is  the  same  map  that  was  exhibited  yester- 
dav  morning  by  Mr.  Delano? 

Sir-  Maxwell*  No.  This  is  taken  from  the  annual  report  of  the 
Interstate  Commerce  Commission,  showing  this  grouping. 

Mr.  MiNNis.  It  shows  the  groupings  wifti  respect  to  earnings? 

Mr.  Maxwell.  With  respect  to  earnings  per  ton  per  mile  in  all 
the  groups  in  the  United  Stat^. 

Mr.  Lton.  Is  that  map  included? 

Mr.  Maxwell.  This  map  was  taken  from  the  Intei'state  Commerce 
Commission  books. 

Mr.  MiNNis.  What  is  the  map  I  am  handing  you  and  what  does 
it  represent? 

Mr.  Maxwell.  This  map  represents  the  railroads  5  group  3  shown 
in  green,  and  also  the  46  smaller  railroads  shown  m  red,  about  60 
per  cent  of  the  entire  mileage  of  the  territory. 

Mr.  MiNNis.  That  is  the  same  map  that  was  exhibited  by  Mr. 
Delano  yesterday. 

Mr.  Maxwell.  Yes. 

Mr.  M1NNI8.  With  the  permission  of  the  commission  I  would  like 
to  oflFer  in  evidence  this  volume,  which  I  presume  should  be  marked 
"  Maxwell  Exhibit  No.  1." 

(The  volume  referred  to  was  received  in  evidence,  marked  "  W.  C. 
Maxwell  Exhibit  No.  1,"  and  will  be  foimd  at  the  end  of  this 
hearing.) 

Mr.  MINNIS.  And  the  map  I  presimie  should  be  marked  "  Maxwell 
Exhibit  No.  2." 

Mr.  Lton.  Exhibit  No.  2  is  the  map  referred  to  by  Mr.  Delano? 

Mr.  MiNNis.  Yes.    The  other  map  is  attached  in  the  volume. 

(The  map  referred  to  was  received  in  evidence,  marked  "  W.  C. 
Maxwell  Exhibit  No.  2,"  and  is  forwarded  herewith.) 
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Mr.  MiNNis.  Turn  to  page  3,  Mr.  Maxwell,  and  in  connection  with 
that  page  1  will  ask  you 

Mr.  Lyon  (interposing).  Would  you  mind  having  the  witness  state 
the  significance  of  the  red  figures? 

Mr.  MiNNis.  I  will  explain  that  in  detail  when  I  come  to  it. 

Mr.  Lyon.  I  thought  you  had  come  to  it. 

Mr.  MiNNis.  No;  I  merely  wish  to  verify  the  documents  so  that  I 
can  offer  them  in  evidence,  and  I  will  now  refer  to  them  in  detail. 

Mr.  Maxwell.  How  many  territories  are  embraced  in  what  is 
known  as  official  classification  territory? 

Mr.  Maxwell.  Three  territories. 

Mr.  MiNNis.  What  are  they  called  ? 

Mr.  Maxwell.  Central  Freight  Association  territory,  trunk-line 
territory,  and  New  England  territory. 

Mr.  MiNNis.  What  area  is  embraced  in  the  New  England  ter- 
ritory ? 

Mr.  Maxwell.  64,000  square  miles. 

Mr.  MiNNis.  Where  is  it  located? 

Mr.  Maxwell.  The  States  of  Maine,  Connecticut,  Massachusetts/ 
New  Hampshire,  Rhode  Island,  Vermont,  and  extending  over  to  the 
comer  of  the  State  of  New  York? 

Mr.  MiNNis.  How  many  miles  of  railroad  are  in  that  territory? 

Mr.  Maxwell.  8,070. 

Mr.  Minnis.  How  many  miles  of  railroad  per  square  mile  of  area? 

Mr.  Maxwell.  7.96. 

Mr.  Minn  IS.  How  many  people,  or  what  population  is  touched  by 
that  railroad  mileage? 
'      Mr.  Maxwell.  1,389. 

Mr.  Minn  IS.  Per  mile  of  road? 

Mr.  Maxwell.  That  is  the  population  per  mile  of  road. 

Mr.  MiNNis.  Where  is  trunk-line  territory  located? 

Mr.  Maxwell.  Trunk-line  territorjr  extends  from  the  Hudson 
River  and  New  York  down  the  Atlantic  seaboard  to  what  is  known 
as  the  western  termini,  Buffalo  and  Pittsburgh,  and  thence  along  a 
line  drawn  down  to  the  Ohio  Eiver,  to  various  points. 

Mr.  MiNNis.  What  is  the  area  of  that  territory? 

Mr.  Maxwell,  112,000  square  miles. 

Mr.  Minnis.  Traversed  by  how  many  miles  of  railroad? 

Mr.  Maxwell.  23,777. 

Mr.  Minnis  What  is  the  total  population  of  that  territory? 

Mr.  Maxwell.  21,000,000. 

Mr.  Minnis  What  is  the  population  per  mile  of  railroad? 

Mr.  Maxwell.  889. 

Mr.  Minnis.  How  many  square  miles  of  area  per  mile  of  road? 

Mr.  Maxwell.  4.71. 

Mr.  Minnis.  Where  is  Central  Freight  Association  territory  lo- 
cated? 

Mr.  Maxavell.  It  is  a  great  area  extending  from  what  is  known  as 
the  western  termini,  Buffalo  and  Pittsburgh,  to  the  Mississippi 
River,  to  the  Great  Lakes,  and  to  the  Ohio  River  on  the  south. 

Mr.  Minnis.  What  is  the  total  area  of  that  territory  in  the  United 
States? 

Mr.  Max\vell.  For  the  United  States  it  is  186,000  miles. 
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Mr.  MxNNis.  What  is  the  population? 

Mr.  Maxwell.  19,000,000. 

Mr.  Mii^Nis.  2,000,000  less  than  trunk-line  territory? 

Mr.  Maxwell,  2,000,000  less  than  trunk-line  territory. 

Mr.  Minn  IS.  How  many  miles  of  railroad  in  that  territory  ? 

Mr.  :Maxwell.  37,661  in  the  United  States. 

Mr-  JrliNNis.  What  is  the  population  per  mile  of  railroad? 

Mr.  Maxwell.  506. 

Mr.  MiNNis.  How  many  square  miles  of  area  per  mile  of  road? 

Mr.  JVIaxwell.  4.95. 

Mr.  Minn  IS.  Turn  now  to  page  28.  What  does  that  page  purport 
to  indicate? 

Mr.  Maxwell.  This  is  copied  from  the  official  reports  of  the  Inter- 
state Commerce  Commission  for  the  years  1907  to  1910.  We  dis- 
continued making  a  report  in  that  form  in  1911.  It  shows  the  aver- 
age receipts  per  ton-mile  for  each  handling,  and  the  average  haul 
per  ton  per  mile  in  10  groups  in  the  United  States,  as  divided  by 
the  Interstate  Commerce  Commission. 

Mr.  Minn  IS.  What  territoi-y  does  gioup  3,  referred  to  on  that  page, 
include  ? 

Mr.  Maxwell.  Group  3  covers  26,014  miles  of  the  railroads  in 
Central  Freight  Association  territory,  all  of  the  States  of  Indiana 
and  Ohio,  most  of  Michigan,  and  practically  all  of  the  Central 
Freight  Association  territory  except  Illinois. 

Mr.  MiNNis.  What  mileage  does  it  contain? 

Mr.  Maxwell.  According  to  the  commission  it  covers  26,014  miles 
in  Central  Freight  Association  territory. 

Mr.  Minn  IS.  And  I  believe  the  total  mileage  in  the  territoiy  is 
35,000  and  something,  is  it  not? 

>Ir.  Maxwell.  Yes;  35,849  miles. 

Mr.  Minn  IS.  What  territory  does  group  2  embrace? 

Mr.  Maxwell.  Group  2  embraces  New  York  State,  Pennsylvania, 
and  Maryland. 

Mr.  MiNNis.  What  territory  does  group  4  embrace? 

ilr.  Maxwell:  Group  4  embraces  the  Virginias  and  the  Carolinas. 

Mr.  MiNNis.  And  group  6? 

Mr.  Maxwell.  Group  6  contains  Illinois,  Wisconsin,  Iowa,  Mm" 
n^(  ta,  and  a  portion  of  the  Dakotas. 

Mr.  Minn  IS.  Is  group  3  bounded  by  groups  2,  4,  and  6? 

Mr.  Maxwell.  It  is. 

Mr.  MiNNis.  What  was  the  average  receipts  per  ton  per  mile  in 
group  3,  to  which  you  have  referred  in  connection  with  this  state- 
ment ? 

Mr.  Maxwell.  In  the  first  year  of  the  statement,  1907,  it  was  0.598. 

Mr-  Minnis.  And  what  in  ^oup  2? 

Mr.  Maxwell.  In  group  2  it  was  0.655. 

Mr.  Minnis.  And  in  group  4? 

Mr.  Maxwell.  In  group  4  it  was  0.703. 

Mr.  Minnis.  And  in  group  6? 

Mr.  Maxwell.  In  group  6  it  was  0.743. 

Mr.  Minnis.  What  were  the  average  receipts  per  ton  per  mile  of 
the  railroads  in  the  10  groups  during  1907? 

Mr.  Maxwell.  It  was  0.759. 
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Commissioner  Harlan.  Are  not  all  those  questions  answered  k 
the  exhibit  itself? 

Mr.  MiNNis.  I  think  they  are,  your  honor. 

Commissioner  Harlan.  Had  you  intended  to  predicate  som^ 
further  inquiries  of  this  witness  on  these  figures  at  this  time? 

Mr.  Minn  IS.  I  was  merely  calling  attention  to  them  briefly — tc 
what  we  would  use  in  our  argument  when  we  came  to  that  point.  ] 
wish  merely  to  have  him  give  what  we  regard  as  the  value  to  th< 
commission  of  these  figures  and  then  we  will  follow  it  up  with  som^ 
other  matters. 

Make  the  same  comparison  in  the  year  1908,  Mr.  Maxwell. 

Mr.  Maxwell.  In  1908  the  rates  declined  in  group  3  to  0.594. 

Mr.  MiNNis.  And  in  group  2? 

Mr.  Maxwell.  In  group  2  it  was  0.643. 

Mr.  MiNNis.  And  in  group  4? 

Mr.  Maxwell.  In  group  4  it  was  0.696. 

Mr.  MiNNis.  And  group  6? 

Mr.  Maxwell.  In  group  6  it  was  0.735. 

Mr.  Minn  IS.  Now  give  the  average  for  the  10  groups? 

Mr.  Maxwt:ll.  The  average  for  the  10  groups  was  0.754. 

Mr.  Minn  18.  Will  you  now  indicate  the  same  comparison  for  th< 
year  1909? 

Mr.  Maxwell.  In  1909  the  rates  again  declined  to  0.589 ;  group  i 
was  0.647,  group  3  was  0.669,  and  group  6,  0.748.  The  average  for  th< 
United  States  was  0.763. 

Mr.  MiNNis.  Now  give  the  same  comparison  for  the  year  1910. 

Mr.  Maxwell.  In  the  year  1910  the  rate  again  declined  to  0.588 
group  2,  0.641;  group  4,  0.655;  group  6,  0.751;  the  average  for  th< 
United  States  being  0.753. 

Mr.  MiNNis.  In  order  to  abbreviate  your  testimony  I  will  as! 
you  if  the  statement  does  not  indicate  that  the  average  amount  re 
ceived  for  each  ton  of  freight  is  about  in  the  same  relative  proportioi 
as  the  average  receipts  per  ton-mile? 

Mr.  Maxwell.  It  is.  If  anything,  it  is  a  little  more  marked  an< 
a  little  lower,  comparatively,  in  group  3. 

Mr.  MiNNis.  Wiiat  was  the  average  haul  per  ton  in  1907  of  th 
lines  in  group  3? 

Mr.  l^xwELL.  112.91;  a  little  over  112  miles. 

Mr.  MiNNis.  What  was  the  average  haul  of  group  No.  2? 

Mr.  Maxwell.  Group  No.  2, 112.05  miles. 

Mr.  MiNNis.  What  was  the  average  haul  of  group  No.  4? 

Mr.  Maxwell.  The  average  haul  of  group  No.  4  was  181.68  milej 

Mr.  MiNNis.  And  group  No.  6? 

Mr.  Maxwell.  Of  group  No.  6  it  was  141.49  miles. 

Mr.  MiNNis.  What  was  the  whole  average  per  ton? 

Mr.  Maxwell.  131.71  miles. 

Mr.  MiNNis.  I  will  ask  you  if  the  figures  indicate  about  the  sam 
relative  situation  for  the  years  1908, 1909,  and  1910? 

Mr.  Maxwell.  They  do. 

Mr.  MiNNis.  Why  did  you  indicate  the  figures  relating  to  gron] 
8  in  red.  Was  that  merely  to  give  them  emphasis  or  to  indicate  th 
figures  with  which  the  comparison  was  made? 
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Mr.  Maxwell.  To  bring  to  the  attention  of  the  commission  the 
fict  that,  taking  their  own  figures,  they  show  the  lowest  rate  in  the 
United  States. 

Mr.  MiNNis.  And  the  shortest  haul,  practically. 

Mr.  Maxwell.  Practically  the  shortest  haul  and  the  lowest  receipt 
pCT  ton  of  freight  handled  in  the  country. 

Mr.  Minn  18.  Turn  to  page  4  and  indicate  by  comparative  results 
of  operation  of  the  lines  composing  group  1  as  between  the  years 
1^  and  1913  and  1910  and  1913.  I  refer  now  to  the  group  of  rail- 
roads contained  on  page  2  of  Maxwell's  Exhibit  No.  1,  and  not  to 
the  group  of  railroads  referred  to  on  page  20-A.  That  ffroup,  Mr. 
Maxwell,  I  believe  you  stated,  contained  78  per  cent  of  the  mileage 
in  Central  Freight  Association  territory. 

Mr.  Maxwell.  Yes:  it  does;  78.6  per  cent. 

Mr.  MiNNis.  And  the  mileage  excluded  is  the  mileage  of  the  Erie 
rtst  of  Marion,  Ohio,  and  the  Baltimore  &  Ohio  system,  and  the 
ikort  projections  of  the  Burlington  and  other  lines  into  the  territory, 
ind  the  mileage  of  the  46  short  roads. 

Mr.  Maxwell.  That  is  correct. 

Mr.  MiNNis.  Will  you  now  indicate  the  comparison? 

Mr.  Maxwell.  For  group  1  the  increase  in  1913  over  1908  in  gross 
i^)erating  revenue  was  $143,000,000,  and  the  increase  of  operating 
expenses  was  $125,000,000. 

Mr.  MiNNis.  Operating  expenses  and  taxes? 

Mr.  Maxwelu  Yes;  operating  expenses  and  taxes,  resulting  in 
in  increase  in  net  operating  revenue  after  deducting  taxes  of  $18,- 
OW>,000,  and  an  increase  in  net  corporate  income  of  $10,000,000. 

It  will  be  remembered  in  this  connection  that  the  year  of  1908 
WIS  the  panic  year.  We  began  our  figures  in  that  year  because  it 
WIS  necessary  to  do  so  for  comparative  purposes,  as  the  Interstate 
Commerce  Commission  prescribed  a  uniform  system  of  accounts  be- 
ginning with  that  year.  It  should  be  kept  in  mind  that  during  the 
period  between  1908  and  1913  $339,000,000  of  additional  new  capital 
WIS  invested  in  additions  and  betterments  by  the  lines  in  group  No.  1. 

The  gross  operating  revenue  of  group  No.  1  increased  in  1913  over 
1^10  $76,000,000,  but  the  operating  expenses  and  taxes  increased 
$88,000,000,  resulting  in  a  decrease  in  net,  after  operating  expenses 
ind  taxes,  of  $12,000,000,  and  a  decrease  in  net  corporate  income  of 
97^500,000,  and  a  decrease  in  dividends  paid  of  $7,250,000.  This 
lowing  was  made  despite  the  fact  that  during  the  three-year  period, 
1&10-1913,  lar^e  sums  of  new  capital  were  invested  in  additions  and 
betterments.  The  showing,  however,  is  explained  by  an  increase  in 
ratio  ^f  operating  expenses  and  taxes  to  gross  revenue  from  72 
per  cent  in  1910  to  78.2  per  cent  in  1913. 

Mr.  Minnis.  What  have  you  to  say  about  the  showing  of  group  2? 
That  includes  the  Erie  lines  east  of  Marion,  Ohio,  and  the  Baltimore 
k  Ohio  system. 

Mr.  Maxwell.  Group  2  is  included  for  the  purpose  of  completing 
oar  fij^res  for  the  entire  territory,  but  the  showing  does  not  throw 
my  light  on  the  situation  in  Central  Freight  Association  territory, 
because  the  bulk  of  the  mileage,  as  well  as  the  earnings  of  the  two 
companies  included  in  that  group,  is  in  the  trunk-line  territory,  and, 
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as  I  have  stated,  the  operation  of  the  mileage  in  the  Central  Freight 
Association  territory  can  not  be  segregated. 

Mr.  MiNNis.  T\Tiat  have  you  to  say  about  group  3  ? 

Mr.  Maxwell.  Group  3,  in  my  judgment,  is  fairly  representative 
of  the  entire  railroad  situation  in  the  territory. 

In  the  first  place,  the  mileage  in  the  group  extends  practically  into 
every  part  of  the  territory,  and  is  largely  dependent  upon  the  traflSc 
of  the  territory,  and  includes  all  the  mileage  in  the  territory  except 
the  mileage  which  does  not  reflect  conditions  in  that  locality. 

Mr.  Minn  IS.  What  roads  included  in  group  No.  1  have  been  ex- 
cluded from  group  3,  and  why  have  they  been  excluded? 

Mr.  Maxwell.  The  Lake  Shore,  the  Michigan  Central,  the  Penn- 
sylvania Co.,  and  the  Pittsburgh,  Cincinnati,  Chicago  &  St.  Louis, 
6,912  miles,  or  about  19  per  c^.nt 

Mr.  Lyon.  How  about  the  Bessemer  &  Lake  Erie? 

Mr.  Maxwell.  I  will  come  to  that,  if  you  please. 

Those  lines  were  excluded  because  they  do  not  reflect  the  condi- 
tions in  the  teiTitory  for  the  following  reasons : 

Fii-st.  They  are  the  main-line  connections  of  the  trunk  lines  and 
enjoy  a  large  tonnage  from  their  trunk-line  owners.  For  illustra- 
tion, 27.7  per  cent  of  the  tonnage  of  these  roads  originates  on  their 
rails,  whereas  49.9  per  cent  of  the  tonnage  of  roads  in  group  3 
originates  on  their  own  rails. 

Second.  Three  of  these  roads  have  an  enormous  tonnage  of  prod- 
ucts of  the  mines.  To  illustrate,  in  the  year  1912  this  tonnage  was 
57.8  per  cent  on  the  Lake  Shore,  71.6  per  cent  on  the  Pennsylvania 
Co.,  and  58.6  per  cent  on  the  Panhandle,  against  an  average  similar 
tonnage  of  all  the  roads  in  group  3  during  the  same  period  of  47.8 
per  cent.  A  further  illustration  is  found  in  the  heavy  passenger 
traffic  of  these  roads,  which  averaged  in  1912  $7,758  per  mile  of  road, 
as  against  $3,088  for  the  roads  m  group  3.  The  total  operating 
revenue  of  these  four  roads  averag^  almost  $27,000  per  mile,  as 
against  but  $11,000  for  the  roads  in  group  3. 

Third.  These  roads  enjoy  large  incomes  from  sources  other  than 
the  operation  of  their  properties.  For  instance,  Lake  Shore,  during 
1913,  derived  from  such  outside  sources  more  than  $8,000,000  of  its 
$28,000,000  income  from  all  sources,  while  the  Pennsylvania  Co. 
derived  from  such  outside  sources  $13,000,000  of  its  total  income  of 
28,000,000  from  all  sources.  The  other  two  companies  combined 
during  the  same  period  derived  fore  than  $1,000,000  from  such  out- 
side sources. 

This  source  of  income  distinguishes  the^  roads  from  those  in 
group  2,  whose  income  from  outside  sources  was  negligible  in  com- 
parison. 

The  Chairman.  What  are  the  character  of  those  outside  sources, 
generally  spealring? 

Mr.  Maxwell.  I  should  say  they  are  largely  investments  in  other 
companies. 

The  Chairman.  Operating  in  Central  Freight  Association  ter- 
ritory ? 

Mr.  Maxwell.  I  can  not  answer  that,  Mr.  Chairman,  but  I  can 
furnish  that  information  if  it  is  desired.  It  is  mostly  dividend 
income,  and  income  from  funded  securities,  and  income  from  lin- 
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fonded  securities  and  accounts,  and  income  from  sinking  reserve 
funds.    The  large  item  is  dividend  income. 

Mr.  MiNNis.  What  was  the  total  income  of  the  Lake  Shore  from 
sources  other  than  carrying  trade;  that  is,  carrying  freight  and 
passengers  during  1913? 

Mr.  Maxwell.  $7,961,850. 

Mr.  MiNNis.  That  was  from  all  outside  sources 

Mr.  Maxwell.  Yes. 

Mr.  MiNNis.  Including  rents,  and  so  forth? 

Mr.  Maxwell.  No  ;  we  did  not  take  those  in.  If  you  take  those  in 
it  runs  the  amount  up  to  over  $10,000,000. 

Mr.  MiNNis.  We  will  furnish  an  additional  statement  showing  the 
Q&tare  of  the  securities  held  from  which  that  income  is  derived  in 
connection  with  this  statement,  if  your  honors  wish  it. 

The  Chairman.  I  have  a  general  impression  that  the  Lake  Shore 
Railroad  owns  the  securities  of  several  subsidiary  or  smaller  lines 
operating  substantially  all  in  Central  Freight  Association  territory. 
I  would  like  to  know  whether  this  is  outside  of  income  coming  f  rqm 
profits  of  the  subsidiary  lines,  the  roads  which  have  been  included, 
while  the  parent  roads  have  been  excluded. 

Mr.  MiJJNis.  I  do  not  think  the  dividends  were  paid  by  Central 
Freight  Association  lines  becauses  we  have  a  statement  of  the  divi- 
dends paid ;  the  only  large  dividend  paid  is  by  the  Illinois  Central ;  the 
others  are  comparatively  small.  My  impression  is  that  the  securities 
held  by  the  Lake  Shore  are  stock  in  the  Reading  Co.  We  will  furnish 
t  statement. 

You  may  proceed,  Mr.  Maxwell. 

Mr.  Maxwell.  To  all  of  the  above  unusual  conditions  we  will 
idd  the  favorable  location  of  these  lines  and  the  credit  resulting 
from  their  outside  investments  and  ownership  by  trunk  lines. 

We  also  exclude  from  group  3  the  following  roads  included  in 
group  1 :  The  Bessemer  &  Lake  Erie ;  Hocking  Valley ;  Kanawha  & 
llichigan;  Pittsburgh  &  Lake  Erie;  Toledo  &  Ohio  Central;  and 
the  Wh^ing  &  take  Erie,  because  these  roads  are  exceptional  in 
their  location  and  their  tonnage  does  not  consist  of  the  general 
traffic  of  the  territory. 

To  illustrate,  during  the  year  1912  78.6  per  cent  of  the  combined 
tonnage  of  these  six  roads  consisted  of  products  of  the  mines. 
Besides,  these  roads  are  located  between  the  lake  and  the  iron 
fumaces  and  the  coal  mines  of  Ohio.  Each  has  a  small  mileage, 
largely  main  line,  and  serves  particular  enterprises,  and  as  I  have 
said,  do  not  engage  in  carrying  the  general  traffic  to  any  material 
extent  of  the  terntorv.  Their  total  mileage  is  only  1,846  miles,  or 
5.1  per  cent  of  the  mileage  in  the  territory. 

A  further  distinguishmg  circumstance  of  the  roads  mentioned  is 
density  of  traffic.  To  illustrate,  the  revenue  ton-miles  per  mile  of 
road  of  these  10  roads — that  is,  the  4  main  lines  and  the  6  coal  and 
OTB  carriers — for  1912  was  3,400,000,  against  similar  tonnage  for 
group  3  of  1,300,000,  or  two  and  one-half  times  as  dense. 

Mr.  MiNNis.  I  will  ask  you  if  you  have  excluded  any  weak  roads 
from  group  3;  and  if  so,  to  state  what  they  are? 

Mr.  Maxwell.  Yes,  sir.  We  have  excluded  from  group  3  46  short 
railroads,  because  as  a  rule  they  are  bankrupt,  and  while  they  are 
im]>ortant  in  the  transaction  of  the  business  of  the  respective  lo- 
ealities  they  serve,  I  do  not  regard  them  as  representative  of  the  rail- 
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road  situation  in  the  territory.  The  results  of  operation  of  these 
lines  in  1911-1912  are  shown  on  pages  16  and  17,  no  other  figures  for 
those  two  years  being  available. 

Commissioner  Clements.  Are  those  roads  you  speak  of  as  short 
lines,  which  you  regard  as  bankrupt,  are  they  operated  and  owned 
independently,  or  are  they  a  part  of  systems? 

Mr.  Maxwell.  Some  of  them  are  independent,  and  a  few  of  them 
are  part  of  systems — ^that  is,  there  is  some  ownership  by  some  system 
lines.  There  is  a  complete  list  of  them,  with  their  operation,  on  the 
statement. 

Commissioner  Clements.  To  say  they  are  all  bankrupt  is  rather 
a  general  expression;  just  what  do  you  mean  by  that?  Are  they 
defaulting? 

Mr.  Maxwell.  I  would  only  call  attention  to  the  results  as  shown 
on  these  two  pages.  It  shows  each  railroad  in  detail.  We  thought 
their  condition  was  so  bad,  and  would  be  shown  in  these  statements  to 
be  so  bad,  that  we  passed  them  over  as  not  typical  of  the  situation. 
We  have  given  the  fullest  information  possible  in  regard  to  them. 
The  operating  ratio  alone  is  88  per  cent. 

Mr.  MiNNis.  By  referring  to  page  16  your  honors  will  see  the  red 
figures  at  a  glance  as  to  these  roads.  Page  16  contains  the  results  of 
operation  in  the  year  1910  and  page  17  the  results  of  operation  in 
1911.     . 

Mr.  Maxwell.  There  is  a  greater  amount  of  red  on  page  17  than 
on  page  16. 

The  Chairman.  Is  the  Cincinnati,  Lebanon  &  Northern  an  inde- 
pendent, railroad  ? 

Mr.  Maxwell.  I  could  not  answer  that  now,  Mr.  Commissioner, 
without  checking  it  up.  These  accounts  are  not  incorporated  in  the 
system  accounts  of  the  railroads  shown  in  those  groups.  We  could 
naturally  furnish  any  information  desired  about  the  ownership  of 
those  roads. 

Mr.  Lyon.  I  have  been  asked  to  ask  you  whether  you  have  ex- 
cluded the  Peoria  division  of  the  Vandalia  from  your  group  3? 

Mr.  Maxwell.  No,  sir;  the  entire  Vandalia  line  is  in  group  3. 

Mr.  Lyon.  I  so  under-stood,  but  I  was  requested  to  ask  you. 

The  Chairman.  On  page  16,  in  the  second  table  on  that  page 
showing  the  operation  of  these  roads  for  1910,  you  have  a  column 
headed  "Deduction";  what  does  that  represent? 

Mr.  Maxwell.  That  represents  car  hire,  rentals,  and  interest  on 
funded  debt. 

Mr.  MiNNis.  You  will  notice,  your  honor,  the  total  dividends  paid 
during  the  year  were  only  $139,300.  One  line  paid  $33,000,  another 
$12,500,  another  $43,800,  and  another  $50,000,  out  of  a  total  of  46 
lines. 

Commissioner  Clements.  That  is  on  page  16.    What  is  17? 

Mr.  Maxwell.  Page  17  contains  similar  information  for  the  next 
year,  1911.    The  summary  for  the  two  years  is  at  the  top  of  page  16. 

Mr.  MiNNis.  It  will  be  noticed  bv  reference  to  page  17,  containing 
the  figures  for  1911,  that  many  of  tlie  lines  did  not  earn  their  operat- 
ing expenses,  as  indicated  by  the  red  figures  in  the  fourth  column.  If 
the  iniormation  will  be  of  value  to  the  commission  we  shall  ascertain 
which  lines  are  independent,  and  which  are  owned,  and  by  whom 
owned.  ^         j 
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Conunissioner  Clements.  It  may  be  of  interest  I  would  be  glad 
to  see  s(miething  of  that  sort. 

Mr.  Maxwell.  Ma^  I  offer  one  more  remark  about  this? 

Mr.  MiNNis.  Certainly;  go  ahead.    To  what  page  do  you  refer? 

Mr.  Maxwell.  Page  17.  It  will  be  noted  that  many  oi  these  roads 
were  not  able  to  pay  even  operating  expenses  and  taxes.  I  believe 
whtti  you  take  the  car  hire  and  rentals  out  of  the  deductions,  the 
roads,  as  a  whole,  would  not  have  one  cent  to  apply  to  meeting  their 
bonds.  It  is  a  rather  broad  statement  to  make,  but  I  think  it  will 
be  proven  by  the  facts  if  we  had  a  little  further  time  to  investigate 
IS  to  car  hire  and  rentals. 

The  Chairman.  I  do  not  imagine  that  it  would  appreciably  affect 
the  average.  But  I  am  somewhat  interested  to  understand  why  you 
exclude  the  Lake  Shore,  because  it  is  rich  and  profitable,  and  include 
flie  Dunkirk,  Allegheny  Valley  &  Pittsburgh,  which  I  believe  is  a 
Uke  Shore  property,  I>ecause  it  is  poor. 

Mr.  Maxwell.  It  never  was  done  intentionally,  Mr.  Chairman. 

Mr.  MiNNis.  In  connecton  with  that  matter,  I  would  say  that  we 
did  not  regard  group  4  as  of  very  great  value,  because  the  map  will 
Aow— it  is  shown  in  red — that  tne  mileage  is  very  short.  But  it  is 
a  part  of  the  railroad  system  in  that  territory,  and  if  we  included 
m  we  thought  it  would  be  wise  to  include  all  of  them,  for  whatever 
Ttlue  it  might  be  to  the  commission.  Of  course,  these  little  lines  are 
of  great  importance  to  the  localities  they  serve;  some  of  them  are 
independent  and  some  of  them  are  not.  Likely  the  showing  would 
have  been  more  advantageous  to  our  contentions  had  we  excluded 
the  lines  owned  by  the  stronger  systems,  but  we  thought  the  infor- 
mation would  be  more  valuable  to  the  commission  to  include  them 
lU  for  whatever  it  might  be  worth. 

Do  these  lines,  Mr.  Maxwell,  make  separate  reports,  or  are  they 
included  in  system  reports?    Or  where  do  you  get  these  figures? 

Mr.  Maxwell.  They  make  separate  reports,  but  their  reports  are 
not  kept  up,  even  by  the  commission.  They  are  not  required  to  re- 
port as  fully  and  as  promptly  as  are  the  railroads  having  $1,000,000 
amings  or  greater  per  year.  Even  the  commission's  reports  of  these 
railroads  are  very  much  behind.  That  is  why  we  go  back  to  1911. 
?e  would  like  very  inuch  to  show  them  for  the  two  years  since  then, 
l«cause  we  think  it  will  show  the  general  trend,  the  same  as  shown 
»ith  all  the  railroads  in  this  territory,  downward,  in  net. 

I  want  to  say  further  that  we  do  not  lay  any  stress  on  these  46 
railroads.  We  simply  put  them  in  to  complete  the  picture  of  the 
mileage  of  the  whole  territory,  which  we  have  endeavored  to  do  as 
far  as  possible.    We  do  not  consider  them  representative  at  all. 

Mr.  MiNNis.  We  think,  however,  they  may  be  considered  as  bear- 
ing generally  on  the  situation,  as  showmg  the  whole  situation. 

Commisioner  Clements.  Oh,  they  are  imdoubtedly  a  part  of  the 
ataation;  there  is  no  dispute  about  that.  I  was  wondering  how  it 
»as  that  so  many  of  them,  which  are  not  independent,  and  therefore 
tre  carried  by  some  sjrstem,  could  go  on  without  paying  operating 
apenses,  without  pasdng  dividends,  without  paying  interest,  ana 
^U  keep  out  of  the  hands  of  receivers;  how  they  would  float  along 
^thout  any  trouble  of  that  sort,  but  still  behind  all  the  time — with- 
out any  visible  means  of  support,  as  the  chairman  suggests. 
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Mr.  Minn  IS.  There  were  many  of  them  that  did  not  have  the 
money  to  pay  for  printing  their  tariffs  to  advance  their  rates.  But 
for  the  information  of  tne  commission  we  will  separate  group  4 
into  two  groups,  showing  in  one  group  the  owned  Imes  and  in  an- 
other group  the  independent  lines,  witn  the  results  of  operations. 

Mr.  TBrandeis.  Will  you  also  have  the  schedule  indicate  what  the 
amount  is  of  rental  and  of  the  portion  of  these  roads  representing 
leased  properties.  It  seems  to  me  the  rentals  may  stand  somewhat 
on  a  different  basis  than  the  hire  of  equipment,  which  is  essential  to 
operation. 

Mr.  MiNNis.  Yes;  we  will  furnish  that. 

If  I  may  proceed  now,  I  will  ask  Mr.  Maxwell  to  turn  to  page  4 
and  indicate  the  comparative  results  of  the  operation  of  lines  in 
group  3  as  between  1908  and  1913. 

Mr.  Maxwell.  In  1913  the  roads  in  thi^  group  earned  $63,000,000 
more  than  in  1908,  but  the  operating  expenses  and  taxes  were  $62,- 
000,000  more  than  in  1908,  but  the  operating  expenses  and  taxes  were 
$62,000,000  more.  The  net,  after  expenses  and  taxes,  was  only 
$811,000  more  than  in  1908.  The  net  corporate  income  was  actually 
$8,000,000  less,  although  during  this  period  $180,000,000  of  new  capi- 
tal was  put  into  these  properties. 

Mr.  MiNNis.  Can  you  state  from  your  compilation  what  was 
earned  on  this  new  capital  during  the  year  1913? 

Mr.  Maxwell.  The  figures  as  arranged  do  not  indicate  with  ac- 
curacy, but  the  net  operating  revenue  after  taxes  in  1913  was  only 
$811j000  more  than  in  1908.  This  figure  is  arrived  at  without  de- 
ducting a  balance  of  car  hire  or  rentals  paid,  and  I  am  sure  the  in- 
crease m  these  items  in  1913  over  1908  would  more  than  wipe  out 
the  balance  of  $811,000  and  show  nothing  whatever  was  earned  on 
the  capital  during  1913.  The  $811,000,  however,  would  be  only 
f orty-fave  one-hundi'edths  of ^  1  per  cent  on  the  new  capital  invested 
in  the  property  during  the  year,  and  certainly  capital  will  not  seek 
this  kind  of  an  investment. 

Mr.  MiNNis.  In  this  connection  I  wish  to  state  to  the  commission 
that  we  will,  during  the  progress  of  the  hearing,  offer  some  supple- 
mental figures  which  will  enable  the  commission  to  determine  what, 
if  anything,  was  earned  on  new  capital.  So  far.  the  bureau  of  sta- 
tistics hasT)een  so  much  engaged  with  data  in  regard  to  other  lines 
that  we  have  been  unable  to  get  those  figures,  but  we  will  produce 
them  in  due  time.  That  is,  we  will  rearrange  those  exhibits  so  as  to 
exclude  rentals  and  car  hire,  which  we  think  ought  to  be  excluded 
in  ascertaining  whether  there  has  been  any  earning  on  new  capital. 

Commissioner  Clements.  Can  you  arrange  in  some  way  for  it  to 
show  in  each  case,  as  to  each  road,  in  your  further  statements,  where 
the  new  capital  came  from;  that  is  to  say,  how  it  was  brought  in, 
whether  by  the  sale  of  bonds,  the  issuance  of  stock,  or  in  whatever 
form — if  in  notes,  and  if  so,  whether  short-term  notes  or  long-t^rm 
notes — the  process  of  getting  the  new  capital? 

Mr.  MiNNis.  Yes,  sir;  we  will  do  that. 

Commissioner  Clements.  Also  what  the  forms  of  indebtedness 
were  sold  for — the  evidences  of  indebtedness,  and  what  did  you 
realize  from  them.  If  you  sold  bonds,  what  did  they  bring;  if  you 
discounted  paper,  as  to  how  much  was  discounted.  All  of  those 
things  can  be  shown,  I  have  no  doubt. 
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Mr.  MiNNis.  We  will  endeavor  to  include  that  information  in  a 
rearrangement  of  our  figures. 

I  may  state  that  the  purpose  of  this  testimonjr  and  these  figures 
ras  merely  to  emphasize  what  we  claim  to  be  distinguishing  circum- 
stances prevailing  in  Central  Freight  Association  territory.  And 
we  had  intended  that  the  figures,  while  not  designed  to  be  complete 
in  themselves,  would  naturally  fit  in  with  the  other  figures.  But  I 
believe,  since  we  have  gotten  this  far,  it  would  be  wise  for  us  to  ar- 
range the  figures  according  to  the  formula  adopted  by  the  three 
^sterns,  so  that  we  will  be  giving  all  the  data  that  they  give;  and 
we  will  also  include  the  data  that  your  honor  suggests— that  is  to 
ay,  the  sources  of  this  new  capital  and  the  transactions  involved  in 
procuring  it,  which  would  include  the  price  that  these  securities 
sold  for,  and  all  such  facts. 

Commissioner  Clements.  It  seems  to  me  all  of  that  would  help 
to  show  the  situation  just  as  it  is,  whichever  way  it  goes. 

There  is  one  other  matter  which  has  been  testined  to  by  several 
witnesses,  and  that  is  what  is  included  in  additions  and  betterments. 
Is  there  anything  in  the  nature  of  upkeep  and  repairs  that  is  brought 
in  under  that  head?  Is  it  a  new  road  constructed,  new  equipment 
bought,  or  is  it  the  substitution  of  a  $20,000  engine  for  an  old  one, 
or  is  it  a  new  car  worth  twice  as  much  as  an  old  one?  How  does  all 
that  work  out? 

Mr.  MiNNis.  That,  your  honor,  was  the  classification  prescribed 
by  the  commission. 

Commissioner  Ci4Ements.  You  have  strictly  adhered,  then,  to  the 
classification  prescribed  by  the  commission? 

Mr.  MiNNis.  Yes;  with  respect  to  additions  and  betterments. 

Mr.  Maxwell.  Most  of  these  figures  on  page  11  are  taken  from 
your  own  reports.  There  were  some  few  that  we  had  to  get  the  last 
minute  from  the  bureau  of  railway  economics.  There  might  be 
same  slight  differences,  but  they  are  very  slight;  they  do  not  affect 
the  general  results. 

Commissioner  Clements.  One  other  question:  Of  course,  looking 
U  these  figures  in  bulk  would  suggest  it  nas  taken  some  time  to  pre- 
pare them,  and  a  good  many  people  to  do  it.  How  far  do  you  have 
actual  knowledge  as  to  the  primary  figures  that  go  in  to  make  up 
these  tables,  statements,  and  so  forth? 

Of  course  the  value  of  the  figures  depends  not  only  upon  the  cor- 
rectness of  the  primary  statement  shown  by  them,  what  they  stand 
for  and  purport  to  express,  but  all  the  way  through  in  assembling 
them  ana  comparing  them  in  every  way,  the  accuracy  of  that  is  oi 
the  greatest  importance.  Now,  to  what  extent  do  you  know  of  all 
that  yourself? 

Mr.  Maxwell.  I  personally  watched  it  daily.  We  have  had  to 
get  this  up  rather  hurriedly,  but  I  personally  watched  it  daily  for 
two  or  three  weeks — in  fact,  more  or  less  ever  since  the  middle  of  the 
sammer,  when  we  began  to  see  this  thing  coming.  The  figures  are 
taken  largelj^  from  your  own  reports,  except  where  your  informa- 
tion is  not  right  up  to  the  finish  of  this  year,  and  where  we  were 
obliged  to  apply  to  the  executive  officers,  the  information  being  ob- 
tained through  a  committee  in  Chicago,  from  the  presidents,  repre- 
senting the  railroads  in  this  case ;  they  obtaned  it,  as  I  say,  from  the 
executive  officers  of  the  various  roads. 
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Mr.  Minn  IS.  It  was  not  available  elsewhere.  The  report  of  the 
commission  for  1913  was  not  available. 

Mr.  Maxwell.  Your  report  for  1911  was  out  just  this  week;  we 
received  it  the  middle  of  the  week.  The  report  for  1912,  I  suppose, 
will  be  out  about  a  year  from  now. 

Commissioner  Clements.  It  does  not  go  to  the  accuracy  of  the 
figures  involved,  but  I  would  like  to  know  how  long  you  have  been 
preparing  them. 

Mr.  Maxwell.  Part  of  these  figures  were  prepared  during  the 
summer;  when  we  finally  arranged  to  put  in  tnis  group  we  had  to 
do  it  hurriedly. 

Mr.  MiNNis.  When  did  you  commence  to  separate  the  figures? 

Mr.  Maxwell.  About  the  middle  of  the  summer. 

Mr.  Minn  IS.  Last  summer? 

Mr.  Maxwell.  Yes. 

Mr.  Minn  IS.  As  you  progi-essed  in  the  work  you  enlarged  the 
grouping — ^group  3.  for  instance? 

Mr.  Maxwell.  Yes. 

Mr.  MiNNis.  I  will  ask  you  whether  you,  and  those  directly  under 
your  supervision  and  assisting  you,  have  not  been  engaged  for  a 
substantial  part  of  your  time  in  the  preparation  of  the  figures  which 
are  shown  in  your  testimony? 

Mr.  Maxwell.  I  devoted  a  great  deal  of  time  to  it  myself;  I  have 
given  it  general  supervision  right  along;  and  in  addition  to  that  we 
wiink  we  have  some  of  the  best  expert  talent  there  is.  We  would 
not  take  a  back  seat  for  the  bureau  of  railway  economics  on  that, 
or  any  other  body.  Although  we  had  to  get  some  of  the  information 
rather  hurriedly,  we  have  had  a  number  of  the  very  best  men  con- 
nected with  our  company  working  on  this. 

Mr.  MiNNis.  I  will  ask  you  now  to  turn  to  page  4  and  indicate  the 
comparative  results  of  the  operation  of  the  lines  in  group  3  as  be- 
tween 1910  and  1913. 

Mr.  Maxwell.  In  1913  the  roads  in  group  3  earned  $36,000,000 
more  operating  "revenues  than  in  1910.  However,  the  operating  ex- 
penses and  taxes  were  $45,000,000  greater  than  in  1910.  The  net, 
after  operating  expenses  and  taxes,  was  $9,500,000  less  than  in  1910. 
The  net  corporate  income  was  almost  $17,000,000  less  than  in  1910. 

In  connection  with  the  net  corporate  income  here  I  call  attention 
to  the  fact  that  in  1910  it  was  $18,500,000,  and  in  1912  it  had  reached 
almost  the  point  of  extinction,  and  in  1913  about  the  same.  The 
average  of  those  two  years  was  less  than  $2,000,000,  although  a 
vastly  greater  volume  of  business  moved. 

The  dividends  paid  in  1913  against  1910  declined  almost  $6,000,000. 

Mr.  Minn  IS.  Do  your  figures,  Mr.  Maxwell,  illustrate  what  the  re- 
sults of  the  operation  for  1913  would  have  been  had  the  ratio  of  ex- 
penses and  taxes  to  gross  revenue  remained  the  same  as  it  was  during 
the  year  1910  or  1912?    That  is  on  page  12  of  your  exhibit. 

Mr.  Maxw^ell.  Yes;  we  show  that  on  page  12. 

Mr.  MiNNis.  The  comparison  is  between  1910 

Mr.  Maxwell.  Between  1910,  1912,  and  1913. 

Mr.  MiNNis.  If  the  lines  in  group  3  had  operated  at  the  same  ratio 
in  1913  as  they  operated  in  1910,  what  would  have  been  the  result 
in  their  net  earnings  after  expenses  and  taxes? 
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Mr.  Maxwell.  I  would  direct  attention  to  page  12,  which  is  a 
summary  of  the  figures  on  page  4,  another  summary  showing  the 
operation  in  detail.  I  will  just  touch  on  this  briefly.  Take  group  1 : 
If  the  same  operating  ratio,  the  same  ratio  of  costs,  had  been  applied' 
in  1913  as  in  1910,  the  net  earnings,  the  net  operating  revenue,  of 
group  1  would  have  been  $33,000,000  greater.  The  net  operating 
revenue  of  group  3  on  the  same  basis  would  have  been  almost  $18,- 
000,000  greater.  The  table  shows  the  increase  in  expense,  and  the 
ioa-easea  costs  are  largely  in  transportation  and  maintenance  of 
equipment. 

It  also  shows  in  1912  against  1910  that  the  ratio  as  to  gross  for 
maintenance  of  way  actually  declined  2.4  per  cent. 

Commissioner  Harlan.  Do  j^ou  happen  to  know  whether  the  per- 
centage assigned  to  depreciation  of  equipment  since  1910  has  ma- 
terially increased  in  Central  Freight  Association  territory? 

Mr.  Maxwell.  I  do  not.  I  a^ume  that  Mr.  Delano,  when  he  gets 
on  the  stand,  will  answer  a  question  of  that  sort,  or  some  of  the  op- 
erating officers.    Or  I  can  obtain  it  if  you  wish  it. 

Commissioner  Harlan.  I  would  like  to  know  it  some  time  before 
the  hearing  is  over. 

Mr.  Maxwell.  We  will  make  a  note  of  it  and  obtain  that  informa- 
tion. 

Mr.  MiNNis.  How  many  roads  in  group  3  paid  dividends  and  what 
was  the  aggregate  amount  of  dividends  paid  by  them  during  1910? 

Mr.  Maxwell.  Twelve  roads,  aggregating  an  amount  of  $16,- 
000,000.    That  is,  12  roads  out  of  28. 

Mr.  MiNNis.  How  many  roads  in  that  group  paid  dividends,  and 
what  was  the  aggregate  amount  paid  during  1913? 

Mr.  Maxwell.  Nme  roads,  aggregating  an  amount  of  $10,000,000. 

Mr.  Minn  18.  What  roads  were  they,  and  what  amounts  did  they 
pav  in  1913? 

ifr.  Maxwell.  The  Illinois  Central,  $6,500,000,  having  reduced 
the  dividend  as  compared  with  all  previous  years;  the  Nickel  Plate, 
$1,350,000;  the  Big  Four,  $500,000;  the  Vandalia,  $585,000;  the 
Monon,  $540,000;  the  Cincinnati  Northern,  $45,000;  the  Detroit  & 
Mackinac,  $147,000;  the  Detroit  &  Toledo  Short  Line,  $114,000;  and 
the  Chicago  &  Eastern  Illinois,  $492,000. 

But  the  last-mentioned  company  has  become  bankrupt,  and  the 
property  is  now  in  the  hands  of  the  receivers,  while  seven  of  the  re- 
maining eight  roads  have  reduced  their  dividends  as  compared  with 
1910.  There  were  12  in  1910;  there  are  now  practically  8,  and  7  of 
the  8  have  reduced  their  dividends. 

Mr.  MiNNis.  The  others  have  abandoned  their  dividends? 

Mr.  Maxwell.  Yes. 

Mr.  MiNNis.  Have  you  prepared  any  figures  showing  the  results 
of  op)eration  of  the  lines  in  group  1  during  the  first  three  months  of 
the  present  fiscal  year,  as  compared  with  the  same  three  months  of 
that  year? 

Mr.  Maxwell.  Yes;  I  have. 

Mr.  MiNNis.  How  did  you  obtain  those  figures? 

Mr.  Maxwell.  These  are  obtained  from  advanced  monthly  reports 
to  the  Interstate  Commerce  Commission. 

Mr.  Mtnnis.  Of  the  lines  involved? 
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Mr.  Maxwell.  Of  the  lines  involved;  yes,  sir.  I  have  groups  1 
and  2,  but  you  are  asking  about  group  1. 

Mr.  MiNNis.  Yes.  Of  group  1.  I  will  offer  this  paper  in  evidence 
and  have  it  marked  as  "  Maxwell  Exhibit  No.  3." 

(The  paper  referred  to,  offered  in  evidence,  was  marked  "Max- 
well Exhibit  No.  3,"  and  will  be  found  set  out  in  full  at  the  end  of 
this  hearing.) 

Mr.  Maxwell.  Although  nearly  all  this  mileage  was  headed  for 
bankruptcy  in  1912  and  1913,  we  now  have  to  add  to  it  the  fiscal 
year  1914,  for  three  months,  which  shows  a  decline  in  the  net  op- 
operating  revenue  for  those  three  months  for  group  1  of  almost 
$7,000,000. 

Mr.  MiNNis.  That  is,  as  compared  with  the  three  months  of  last 
year? 

Mr.  Maxwell.  For  the  three  months  of  last  year;  yes. 

Mr.  MiNNis.  You  mean  by  net  operating  revenue  the  gross  after 
deducting  operating  expenses? 

Mr.  Maxwell.  I  do. 

Mr.  MiNNis.  You  say  that  was  approximately  $7,000,000? 

Mr.  Maxwell.  Yes,  sir. 

Mr.  MiNNis.  In  the  three  months? 

Mr.  Maxwell.  Yes,  sir. 

The  Chairman.  To  what  do  you  attribute  that? 

Mr.  Max\vell.  There  is  not  anybody  that  can  keep  i)ace  with  this 
increased  cost,  and  while  our  traffic  has  almost  held  up,  it  is  declining 
now  pretty  rapidly.  Take  the  transportation  expenses,  take  the  sta- 
tion and  yard  service — those  two  items  alone  are  }ust  enough — but 
you  can  not  keep  pace  with  it. 

The  Chairman.  What  items  entering  into  your  station  and  yard 
service  account  for  this  large  expense  for  the  three  months  of  1914, 
as  compared  with  the  three  months  of  the  previous  year? 

Mr.  Maxwell.  I  made  a  statement  for  our  own  company,  in  which 
I  endeavored  to  locate  where  the  costs  were.  I  took  the  percentage 
of  the  gross  receipts  we  received  and  I  divided  it  up  between  con- 
ductors, brakemen,  and  trainmen  outside  of  engineers,  and  that 
showed  an  increase  from  1910  up  to  1912. 

The  Chairman.  I  am  talking  about  your  statement  for  these  three 
months. 

Mr.  Maxwell.  These  three  months? 

The  Chairman.  Yes. 

Mr.  MiNNis.  As  compared  with  the  three  months  of  last  year? 

The  Chairman.  Yes.    He  said  it  shows  an  increase  of  $7,000,000. 

Mr.  Maxwell.  We  have  not  had  time,  your  honor,  to  work  that  up. 
We  will  do  it  as  fast  as  we  can  get  a  little  more  light  on  these  re- 
ports.   I  will  be  very  glad  to  do  it. 

The  Chairman.  I  tliought  you  had  some  general  idea  of  what 
caused  this  increase.    I  was  interested  to  know,  if  you  had. 

Mr.  Minnis.  Have  you  an  opinion  about  it,  Mr.  Maxwell? 

Mr.  Maxwell.  I  believe  it  is  due  to  the  steadily  increasing  costs 
of  conducting  transportation,  to  Some  slight  decline  in  business; 
the  margin  between  what  you  take  in  and  what  you  are  paying  out 
is  getting  very  small. 

Mr.  Minnis.  Your  opinion  is  that  that  margin  is  getting  very 
narrow  as  time  goes  on? 
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Mr.  Maxwell.  Oh,  yes;  it  is  shown  in  the  operating  ratio. 

Mr.  MiNNis.  But  that  the  expenses  are  relatively  greater  now 
than  they  were  a  year  ago. 

Mr.  Maxwell.  Yes. 

Mr.  Mink  IS.  We  will  endeavor  to  offer  some  further  figures  on 
that,  your  honor.  There  are  so  few  figures  available  now.  There 
are  only  the  three  months,  and  they  have  been  available  only  a  short' 
time. 

I  believe,  your  honor,  that  concludes  my  examination  of  Mr.  MaX' 
weU. 

Cross-examination : 

Mr.  Lyon.  I  have  one  or  two  questions,  if  it  please  the  commis* 
sion. 

Commissioner  Harlan.  Have  you  stated,  Mr.  Lyon,  whom  vou 
appear  for?  The  question  has  be\^n  asked,  and  it  might  be  well  at 
this  time  to  state  it  on  the  record. 

Mr.  Lyon.  You  want  us  to  state  whom  we  represent? 

Commissioner  Harlan.  Yes. 

Mr.  Lyon.  I  represent  the  Pittsburgh  Coal  Co.  and  the  New  Pitts- 
burgh  Coal  Co.  Our  special  attack,  when  that  question  comes  up,  is, 
of  course,  upon  the  coal  rates,  but  we  are  in  the  matter  for  the  gen- 
eral investigation  which  the  commission  now  has  in  hand. 

Am  I  correct.  Commissioner  Harlan,  that  in  the  present  contro- 
vert, as  it  develops  here,  the  individual  rates  are  not  now  being 
justified,  but  that  this  is  under  the  general  investigation  of  the  com- 
mission as  to  whether  the  railroads  need  more  revenue  or  not? 

Commissioner  Harlan.  I  understand  that  is  the  general  question 
for  the  present.  Whether  it  will  go  beyond  that  the  commission  will 
determine  later. 

Mr.  Lyon.  Of  course,  our  direct  interest  is  in  I.  &  S.  No.  333. 

Commissioner  Harlan.  That  question  has  also  been  asked  as  to 
Hie  appearance  of  Mr.  Johnston  and  Mr.  Butler. 

Mr.  Lyon.  Mr.  Johnston,  Mr.  Morton,  and  myself  appear  for  the 
Pittsburgh  Coal  Co.  and  the  New  Pittsbur^i  Coal  Co. 

Mr.  Butler.  I  represent  the  freight  traffic  committee  of  the  Chi- 
cago Association  of  Commerce.  We  have  filed  an  intervening  peti- 
tion in  which  no  position  is  taken  with  reference  to  the  all-rail  rates. 
Our  contention  is  in  this  proceeding  that  the  lake-and-rail  rates 
should  not  be  advanced.  We  base  that  upon  our  position  that  the 
present  rail-and-lake  rates  are  unreasonably  high.  We  are  not  at- 
tacking those  rates  in  this  proceeding,  or  complaining  of  them,  how- 
ever; but  our  position  now  is,  and  throughout  this  entire  proceeding 
will  be,  that  Chicago  is  entitled  to  the  benefit  of  its  location  on  the 
Great  Lakes,  and  that  the  present  rate  adjustment  deprives  Chicago 
)f  that  advantage. 

I  do  not  care  to  state  further  our  position  in  this  matter  until 
after  the  carriers  have  submitted  their  evidence  that  is  pertinent  to 
that  part  of  the  case  in  which  we  are  interested. 

Mr-  Martin.  T  desire  to  enter  my  appearance  and  the  appearance 
of  J.  H.  Henderson,  of  Des  Moines,  Iowa,  for  the  Eailroad  Commis- 
sion of  Iowa  and  the  public  utilities  commission  of  the  group  of 
Mississippi  Valley  States. 

Mr.  Lyon.  If  the  commission  please,  at  the  proper  time,  we  feel 
that  we  want  to  make  a  statement  of  our  position  on  the  order  of 
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the  commission  entered  on  the  21st  day  of  June,  1913,  entitled 
"Docket  No.  5860,  revenues  of  rail  carriers  in  official  classification 
territoiT."  That  we  consider  a  broad  question,  and  we  appear  here, 
as  my  friend  here  back  of  me  [Mr.  Cowles]  appears  practically  for 
the  United  States.  We  think  anyone  has  a  right  to  appear  when  the 
Interstate  Commerce  Commission  orders  an  investigation,  that  we 
have  the  right  to  appear  before  it  and  inform  it  of  the  general  situa- 
tion with  respect  to  any  rate;  and  we  appear  in  that  capacity. 

In  I.  &  S.  No.  333  we  appear  as  objectors  to  specific  rates  which 
are  set  up  in  my  petition,  which  is  before  the  commission.  And 
when  the  carriers  have  justified  the  rates  set  up  in  these  tariffs  we 
want  to  be  heard  as  to  their  reasonableness  and  on  the  question  of 
discrimination. 

I  want  to  ask  just  a  question  or  two  of  Mr.  Maxwell.  Following 
up  some  of  the  questions  asked  by  Mr.  Commissioner  Clements, 
these  figures  that  nave  been  presented  here  have  in  fact  been  pre- 
pared by  the  Bureau  of  Economics,  of  Washington,  D.  C,  have  they 
not? 

Mr.  Maxwell.  No;  they  have  not 

Mr.  Lyon.  Did  you  prepare  these  figures  for  the  Central  Freight 
Association  territory? 

Mr.  Maxwell.  We  prepared  them. 

Mr.  Lyon.  Who  is  "we "  ? 

Mr.  Maxwell.  Well,  I  mean  the  staff  in  my  office — ^principally  by 
Afr.  Osgood,  who  has  directed  the  work. 

Mr.  Lyon.  Where  is  your  office? 

Mr.  Maxwell.  St.  Louis. 

Mr.  Lyon.  They  were  not  at  all  prepared  by  the  Bureau  of  Eco- 
nomics ? 

Mr.  Maxwell.  No.  The  time  was  so  short  we  could  not  get  the 
figures  from  them  complete.  We  have  gotten  part  of  the  informa- 
tion from  them. 

Mr.  Lyon.  Have  they  not  been  gathering  this  information  for 
the  last  three  years,  ever  since  the  opinion  was  written  in  No.  3400 
and  No.  3500? 

Mr.  Maxwell.  They  gather  a  vast  amount  of  information,  but  it 
is  not  arranged  in  any  such  groups  as  these,  and  some  of  these  roads 
they  have  not  any  figures  on. 

Mr.  Lyon.  But  the  basic  figures  from  which  this  is  divided  up  into 
groups  have  been  drawn  from  this  bureau,  have  they  not? 

Mr.  Maxwell.  They  have  been  drawn  from  the  Interstate  Com- 
merce Commission's  reports. 

Mr.  Lyon.  By  your  office  or  by  the  Bureau  of  Economics? 

Mr.  Maxwell.  By  my  office. 

Mr.  Minn  IS.  Mr.  Osgood  is  here,  the  statistician,  if  you  wish  to 
examine  him. 

Mr.  Lyon.  I  just  misunderstood  it.  I  imderstood  the  Bureau  ol 
Economics  had  furnished  the  basic  figures  upon  which  the  exhibits 
were  based. 

Mr.  Maxwell.  They  furnished  a  few.  If  jou  will  look  at  these 
reports  you  will  see  from  where  the  information  was  obtained. 

Mr.  Lyon.  These  smaller  lines  to  which  reference  has  been  made. 
and  as  to  which  you  show  a  large  number  of  red  figures,  they  arc 
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small,  short  lines  that  originate  freight  for  delivery,  generally  to 
the  main  lines,  are  they  not? 

Mr.  Maxweix.  I  should  say  they  would  have  to  deliver  to  the 
main  lines ;  yes, 

Mr.  Lyon.  I  mean  they  are  largely  carriers  that  originate  heavy 
freight  which  is  to  destinations  beyond  their  own  deliveries. 

Mv.  Maxwell.  I  do  not  think  it  is  heavy ;  I  should  say  it  is  very 
light  They  pick  up  a  little  piddling  business,  mostly  in  the  wide 
areas  there,  with  the  thin  population  we  have,  a  few  pieces  of  mer- 
chandise, some  eggs  and  chickens,  and  distribute  the  groceries  to 
them,  and  handle  a  little  grain  and  live  stock. 

Mr.  Lyon.  Those  short  railroads  show  red  to  some  extent,  do  they 
not,  because  of  the  division  of  the  rate  ? 

Mr.  IVLvxwEix.  As  to  every  short  railroad  with  which  I  have  had 
any  experience,  they  get  vastly  in  excess  of  any  reasonable  division 
Ml  a  mileage  pro  rate.  The  main  lines  in  every  case  try  to  sustain 
those  people.  We  have,  regardless  of  the  haul,  where  it  is  even  15 
miles,  paid  as  much  as  33  per  cent  to  the  short  line,  to  try  to  keep  it 
ilive,  keep  it  coming  as  a  feeder. 

Mr.  Lyon.  It  has  to  be  kept  alive  by  the  main  lines — ^these  origi- 
nating lines. 

Mr.  Maxwell.  Even  with  their  aid  most  of  them  are  not  able  to 
keep  going. 

Mr.  Lyon.  The  main  lines  could  not  exist  without  these  feeders, 
fither  owned  by.  the  main  line  or  independent,  furnishing  them  the 
business,  could  they? 

Mr.  Maxwell.  I  might  give  you  a  concrete  illustration  or  two  if 
you  wish  it.  . 

Mr.  Lyon.  Any  information  you  care  to  give  to  the  commission. 

Mr.  Maxwell.  We  have  one  struggling  orother  out  in  the  West 
that  is  three  months  behind  now  on  his  current  account.  We  have 
increased  the  division  recently.  We  are  allowing  him  33  per  cent  on 
ibout  a  15-mile  haul.  We  are  stating  almost  every  day  that  we  are 
going  to  shut  off,  that  we  can  not  do  business  with  him  any  longer. 
He  is  serving  people  in  that  locality  who  want  the  service.  We  can 
not  afford  to  give  him  another  penny.  We  are  starving  ourselves, 
but  he  is  worse  off  than  we  are.  He  is  just  stalling  his  creditors.  He 
has  not  gone  into  the  receivers'  hands  yet,  but  he  is  sitting  up  nights 
doing  it.    It  is  awfully  hard  work. 

Mr.  Lyon.  But  is  it  not  generally  realized,  though,  that  the  main 
lines  can  not  well  exist  without  these  feeders? 

Mr.  Maxwell.  My  experience  is  that  they  all  get  an  exorbitant 
dirision,  that  is  not  based  on  just  merits  of  the  thing. 

Mr.  Lyon.  Based  on  the  pro  rates? 

Mr.  Maxwell.  Vastly  more  than  the  pro  rates  in  every  case. 

Mr.  Lyon.  You  have  said  the  Bessemer  &  Lake  Erie,  the  Hocking 
Galley,  and  such  roads  as  that,  should  not  be  included  in  your  group 
No.  3,  because,  as  I  understood  it,  to  include  them  would  more  or 
less  misrepresent  the  true  situation  to  the  commission  of  the  lines  in 
Central  Freight  Association  territory? 

Mr.  Maxwell.  I  stated  that  I  had  for  each  one  of  those  carriers 
what  percentage  their  product  of  .mines  is  to  the  gross.  Take  the 
four  combined  and  it  is  78.6  per  cent.    They  are  just  serving  a  spe- 
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cial  purpose,  outside  of  one  of  them — ^that  is  the  Wheeling  &  Liake 
Erie;  it  does  a  little  bit  of  general  business,  and  handles  less  than 
the  others,  and  it  is  bankrupt. 

Mr.  Lyon.  But  your  thought  is  that  to  include  those  in  this  gen- 
eral statement  in  group  3  would  mislead  what  you  are  trying  to 
show? 

Mr.  Maxwell.  It  does  not  represent  the  general  business  in  this 
great  district  by  any  means. 

Mr.  Lyon.  In  other  words,  like  the  short  lines,  it  is  not  a  typical 
situation? 

Mr.  Maxwell.  No,  sir;  it  is  not. 

Mr.  Lyon.  And  should  be  considered  by  itself  when  it  is  to  be 
considered? 

Mr.  Maxwell.  I  do  not  say  how  it  should  be  considered.  We 
are  just  aiming  to  point  out  it  is  not  typical;  we  do  not  pretend  to 
say  how  it  should  be  considered. 

Mr.  Lyon.  What  is  the  purpose  of  submitting  it  this  way  if  you 
do  not  think  it  should  be  treated  separately? 

Mr.  Maxwell.  The  purpose  of  submitting  it  in  that  way? 

Mr.  Lyon.  Yes. 

Mr.  Maxwell.  To  show  that  those  six  roads  do  not  fairly  repre- 
sent the  general  conditions  of  the  bulk  of  the  mileage  in-  that  terri- 
tory. 

Mr.  Lyon.  That  is  all. 

Redirect  examination  : 

Mr.  MiNNis.  You  have  included  in  that  group  of  six  the  Wheeling 
&  Lake  Erie,  which  is  in  the  hands  of  receivers? 

Mr.  Maxwell.  I  have. 

Mr.  MiNNis.  That  is  all. 

The  Chairman.  The  traffic  of  those  six  roads  is  included  also  in 
the  proposed  increased  rates,  is  it? 

Mr.  Maxwell.  Yes,  sir. 

Mr.  Lyon.  I  would  say  to  the  conmiission  that  those  are  the  par- 
ticular roads  against  which  our  complaint  is  directed. 

(Witness  excused.^ 

F.  H.  Dixon  was  called  as  a  witness  in  behalf  of  the  railroads^ 
and  having  been  first  duly  sworn,  testified  as  follows: 

Direct  examination : 

Mr.  Patterson.  Mr.  Dixon,  what  is  your  occupation? 

Mr.  Dixon.  I  am  chief  statistician  of  the  bureau  of  Railway 
Economics. 

Mr.  Patterson.  What  previous  experience  have  you  had  in  con- 
nection with  accounting  or  statistical  matters? 

Mr.  Dixon.  In  the  course  of  the  last  10  years  I  have  been  from 
time  to  time  occupied  with  statistical  work  in  the  Census  Bureau. 
In  the  year  1907-8  I  was  with  the  Interstate  Commerce  Commission, 
in  charge  of  the  tabulation  of  the  intercorporate  relationship  re- 
ports and  other  assigned  work.  Since  October,  1910,  I  have  been 
connected  with  the  Bureau  of  Railway  Economics. 

Mr.  Patterson.  Did  you  have  prepared,  under  the  supervision 
of  the  Bureau  of  Railway  Economics,  this  paper  entitled  "Exhibit 
by  railroads,  volume  No.  4  "  ? 

Mr.  Dixon.  Yes,  sir. 
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Mr.  Patterson.  I  desire  to  offer  this  in  evidence,  and  will  ask  the 
stenographer  to  mark  it  as  "  Exhibit  Dixon  No.  1." 

(The  compilations  referred  to,  offered  in  evidence,  were  marked 
"  Exhibit  Dixon  No.  1,"  and  will  be  found  set  out  in  full  at  the  end 
of  this  record.) 

Mr-  Patterson.  In  a  general  way,  what  does  this  exhibit  com- 
prise? 

Mr.  Dixon.  This  exhibit  comprises  tables  which  are  made  up  from 
the  returns  of  railways  to  the  Interstate  Commerce  Commission  and 
compilations  of  the  commission  itself,  based  upon  the  returns  of  the 
railroads,  and  includes  in  one  table  reports  of  the  Bureau  of  the 
Census  upon  manufacturing  industries. 

Mr.  Patterson.  It  comprises  the  statistics  of  how  many  railways 
or  railway  systems? 

Mr.  Dixon.  It  comprises  statistics  in  all  except  one  table  of  49 
railways  or  railway  systems. 

Mr.  Patterson.  How  were  those  49  railways  or  systems  selected! 

Mr.  Dixon.  Forty-one  of  those  roads  were  roads  which  appeared 
in  the  statistical  tabulation  of  the  commission  in  the  1910  rate  case; 
the  other  eight  were  roads  we  were  instructed  by  the  accounting  com- 
mittee to  inchide  in  our  tabulations. 

Mr.  Patterson.  The  accounting  committee  is  the  committee  re- 
ferred by  Mr.  Shriver  in  his  testimony  yesterday? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Patterson.  How  does  this  compilation  of  tliese  49  roads  or 
systems  differ  from  the  list  of  roads  which  are  comprised  in  the 
eastern  district  as  classified  by  the  commission  ? 

Mr.  Dixon.  There  are  three  roads  included  in  these  tabulations 
which  the  commission  excludes  from  the  eastern  district,  or,  rather, 
includes  in  the  southern  district — the  Norfolk  &  Western,  the  Chesa- 
peake &  Ohio,  and  the  Kanawha  &  Michigan.  But  this  tabulation 
omits  a  large  number  of  small  roads  which  would  be  included  in  a 
complete  tabulation  of  the  eastern  district,  roads  largely  which  have 
small  operating  revenues  of  $100,000  or  more. 

Mr.  Patterson.  How  does  this  list  of  roads,  as  represented  in  this 
book,  differ  from  the  list  of  roads  which  are  comprised  in  the  com- 
bined statement  of  the  financial  operation  of  the  36  roads  or  systems, 
as  offered  in  evidence  yesterday  ? 

Mr.  Shri\t:r.  The  36  roads'  statement  is  made  up  in  a  somewhat 
different  fashion.  The  New  York  Central  has  combined  its  lines  both 
cast  and  west;  the  Pennsylvania  has  combined  its  lines  east  and 
west ;  and  there  are  other  combinations  of  that  character. 

In  our  table  of  western  lines  those  large  systems  appear  separately. 
That  is  one  difference,  which  reduces  for  the  statement  submitted 
here  yesterday  the  niunber  of  roads  included. 

Then,  our  statements  being  taken  from  the  commission's  reports, 
include  the  Detroit,  Toledo  &  Ironton,  the  Coal  &  Coke,  and  the 
I^high  &  New  England,  whose  10-year  statements  did  not  come  in 
in  time  to  be  inclucled  in  the  36  roads  statement. 

Mr.  Patterson.  They  had  been  requested  to  furnish  10-year  finan- 
cial statements? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Pattekson.  But  they  had  not  arrived  by  Sunday  night? 
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Mr.  Dixon.  They  had  not  arrived  by  the  time  the  compilation  was 
made  up. 

Mr.  PA'rrEKsoN.  Then  I  am  correct  in  understanding  that  if  any- 
body wanted  to  check  up  the  figures  which  are  contained  in  these 
exhibits,  they  could  do  so  by  an  examination  of  the  reports  on  file 
with  the  commission? 

Mr.  Dixon.  Yes,  sir;  the  separate  operating:  reports  which  we 
have  combined  into  systems  from  the  figures  wliich  we  have  had. 

Mr.  Patterson.  It  woirid  be  necessary,  of  course,  for  anyone  mak- 
ing an  examination  to  find  out  from  you,  or  some  representative  of 
the  bureau,  as  to  what  were  the  subsidiary  lines  whi(!h  were  involved 
in  any  one  of  these  systems;  for  example,  the  Philadelphia  & 
Reading? 

Mr.  Dixon.  Yes,  sir.     They  are  all  in  here  on  page  2  of  the  exhibit. 

Mr.  Patterson.  In  that  connection  I  desire  to  say  to  the  commis- 
sion, and  to  anybody  else,  that  if  they  desire  to  check  these  tables, 
verify  them  in  any  way,  if  they  desire  to  find  out  which  were  the 
subsidiary  lines,  which  were  taken  in  the  systems;  if  they  will  just 
go  to  the  Bureau  of  Railway  Economics,  we  have  given  Dr.  Dixon 
mstructions  to  fuiTiish  entire  and  complete  information  of  thosse 
facts  to  anybody  who  wants  it. 

And  I  will  say,  in  connection  with  this  table,  or  any  other  table 
that  is  offered  in  evidence,  if  anybody  can  find  any  errors  in  them 
we  will  be  very  glad  to  have  them  pointed  out,  because  nobody  is 
more  interested  than  we  are  in  seeing  that  the  tables  are  accurate. 
We  propose  to  keep  checking  them  from  time  to  time,  and  propose 
to  give  the  commission  notice  of  any  error  we  may  find  in  the  re- 
checking. 

Mr.  Dixon.  Before  taking  up  the  tables  may  I  explain  one  thin^ 
more  ? 

Mr.  Patterson.  Cerjtainly;  make  whatever  statement  you  de.sire. 

Mr.  Dixon.  On  page  2  of  the  exhibit  is  shown  a  list  of  systems 
wliich  were  used  in  making  up  our  tabulations:  that  is,  the  main 
road,  or  titular  road,  with  its  subsidiaries.  This  is  the  way  in  which 
the  roads  stood  on  June  BO,  1912.  In  order  to  make  our  statistics 
comparable  we  carried  this  method  back  through  10  years.  In  other 
words,  if  any  roads  were  amalgamated  in  those  10  years  we  included 
in  our  statistics  those  roads  in  the  earlier  years,  even  though  they 
were  independent.  We  have  a  list  which  can  be  furnished  of  those 
roads  which  were  earlier  independent  and  whose  returns  are  in- 
cluded in  these  tabulations. 

Mr.  Patterson.  I  will  call  your  attention  now  to  the  first  table, 
on  page  4  of  your  exhibit.    What  is  that  table? 

Mr.  Dixon.  That  table  is  a  table  entitled  ^'  Comparison  of  increase 
in  population,  railway  mileage,  and  railway  traffic;  railways  in  the 
eastern  district  (that  is,  the  49  railways)  for  the  fiscal  vears  1003  to 
1912." 

Mr.  Patterson.  Briefly,  what  does  that  table  show? 

Mr.  Dixon.  That  table  shows  that  the  ]>opulation  in  the  ea.stern 
district  increased  17  per  cent  from  1008  to  1013;  miles  of  railway 
line  (single  track),  6.5  per  cent;  miles  of  main  track,  15  per  cent  ; 
and  miles  of  all  tracks,  21  per  cent.  That  miles  of  main  track  and 
miles  of  all  tracks  having  growm  at  a  greater  rate  than  miles  of  line 
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'^significant  of  the  intensive  development  of  eastern  railways  dur- 
ing the  decade. 

From  1910  to  1912  the  population  in  the  eastern  district  grew  at 
the  rate  of  nearly  4  per  cent;  miles  of  line  increased,  1.5  per  cent; 
miles  of  main  track,  3.5  per  cent;  and  miles  of  all  tracks,  4  per  cent. 

As  compared  with  the  increase  of  17  per  cent  in  the  population 
of  the  eastern  district  between  1903  and  1912  ton-miles  increased  53 
per  cent  and  passenger-miles  increased  42  per  cent.  In  other  words, 
freight  traffic  increased  three  times  and  passenger  traffic  two  and  a 
half  times  as  fast  as  population.  Between  1910  and  19)2  freight 
traffic  and  passenger  traffic  both  increased  at  a  greater  rate  than 
pcpulation. 

Mr.  Patterson.  ^Vhat  is  the  eastern  district  as  presciibed  by  the 
-tmmission  ? 

Mr.  Dixon.  Do  you  want  me  describe  its  boundaries? 

Mr.  Patterson.  Yes. 

Mr.  Dixon.  The  eaisteiTi  district  comjDrises  the  region  extending 
from  the  Atlantic  seaboard  north  of  the  Potomac  and  Ohio  to  a 
western  boundary  formed  by  Lake  Michigan,  a  line  drawn  from 
Chicago  through  Peoria  to  St.  Louis  and  then  down  the  Mississippi 
lo  Cairo. 

Mr.  Patterson.  That  does  not  cover  exactly  the  territory  covered 
by  the  rate  increase,  does  it? 

Mr.  Dixon.  I  understand  not. 

Mr.  Patterson.  If  it  pleases  the  commission.  Dr.  Dixon  is  pre- 
pared to  explain,  if  necessary,  the  method  of  ascertaining  the  popu- 
lition  for  this  eastem  district,  the  method  of  ascertaining  the  popu- 
lation for  each  year.  I  doubt  whether  it  is  necessary  to  encumber 
the  record  with  it,  but  if  anybody  wants  to  be  advised  on  that  point 
we  will  be  glad  to  furnish  the  information. 

Mr.  Lyon.  Is  it  from  the  actual  census? 

Mr.  Patterson.  Explain,  Doctor. 

Mr.  Dixon.  The  actual  census  figures  for  1900  to  1910  were  taken 
for  the  eastern  district.  The  figures  of  individual  States  were  taken 
first,  and  then  where  the  district  crossed  a  State  line  it  was  taken 
by  counties,  and  where  the  larger  portion  of  the  area  of  a  county 
^as  in  the  district  the  entire  county's  population  was  included. 
ffhen  the  censuses  of  two  years  were  secured  the  increase  was  di- 
rided  and  prorated  over  the  intervening  years. 

Mr.  Patterson.  I  will  call  your  attention  to  the  table  on  page  6. 
What  is  that  table? 

Mr.  Dixon.  That  table  is  a  compilation  of  monthly  returns  of  the 
railways  of  the  eastern  district  to  the  Interstate  Commerce  Commis- 
i'ioa.  snowing  operating  revenues,  expenses  and  income,  in  the  aggre- 
eate  and  per  mile  of  line,  for  the  fiscal  years  1910,  1911,  1912,  and 

m. 

Mr.  Patterson.  I  assume  the  figures  as  contained  in  these  monthly 
reports  will  not  correspond  to  the  figures  either  as  to  capitalization 
^•r  revenues  contained  m  the  combined  36-road  statement ;  and  if  so, 
why  not? 

Mr.  Dixon.  There  are  certain  small  roads  having  less  than  $100,- 
WO  revenue  annually  which  are  not  required  to  make  monthly  re- 
ports to  the  Interstate  Commerce  Commission. 
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Mr.  Patterson.  And  therefore  they  are  not  included! 

Mr,  Dixon.  They  are  not  included  in  our  statement. 

Mr.  Patterson.  But  they  are  included  in  the  combined  state- 
ment of  the  36  roads? 

Mr.  Dickon.  Yes. 

Mr.  Patterson.  I  would  call  your  attention  also  to  the  fact  that 
the  revenue  as  stated  here  in  the  monthly  reports  to  the  commission 
does  not  include  the  revenue  from  outside  operations. 

Mr.  Dixon.  No,  sir. 

Mr.  Patterson.  But  it  does  in  the  case  of  the  36-road  statement? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Patterson.  What  does  this  table  on  page  6  show,  generally 
speaking? 

Mr.  Dixon.  The  table  shows  that  although  the  total  operating 
revenues  of  the  eastern  railways  per  mile  and  operating  income  per 
mile  were  greater  in  1913  than  in  1912,  and  greater  in  1912  than  in 
1911,  the  increase  of  the  two  years  combined  have  not  been  suflScient 
to  bring  the  operating  income  of  the  eastern  railways  back  to  the 
level  of  the  year  1910. 

Total  operating  revenues  per  mile  were  greater  in  1913  than  in 
1910  by  $2,819,  or  13.7  per  cent,  but  the  increase  in  expenses  more 
than  balanced  this  increase  in  revenue,  the  result  being  a  decrease  in 
net  operating  revenue  per  mile  of  $127,  or  1.8  per  cent,  and  a  de- 
crease in  operating  income  per  mile  of  $312,  or  5  per  cent. 

Total  operating  revenues  were  greater  in  1913  than  in  1910  by 
$181,000,000,  operating  expenses  and  taxes  were  greater  by  about 
$194,500,000,  and  net  revenue  from  outside  operations  fell  off  over 
balf  a  million,  so  that  operating  income  showed  a  decrease  of  more 
than  $14,000,000.  This  decrease  took  place  in  the  face  of  an  increase 
in  property  investment  amounting  to  more  than  $600,000,000,  as  is 
shown  in  another  statement. 

Mr.  Patterson.  The  term  " nontransportation  revenue''  and  the 
phrase  "net  operating  revenue"  as  used  in  this  table  conforms  to 
the  Interstate  Commerce  Commission's  definition  of  those  phrases? 

Mr.  Dixon.  Yes,  sir;  this  is  an  exact  copy  of  the  commission's 
stub  in  their  monthly  report  form. 

Mr.  Patterson.  And  the  phrase  "property  investment"  as  used 
bere  means  what? 

Mr.  Dixon.  Property  investment  means  a  net  cost  of  road  and 
equipment  less  accrued  depreciation. 

Mr.  Patterson.  And  that  conforms  to  the  Interstate  Commerce 
Commission's  classification? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Patterson.  I  call  your  attention  to  the  table  on  page  7.  Will 
you  kindly  explain  what  that  table  is? 

Mr.  Dixon.  This  table  simply  puts  on  a  per  mile  basis  by  months 
for  the  years  1910,  1911,  1912,  and  the  nine  months  of  1913  the  op- 
erating revenues,  expenses,  net  taxes,  and  operating  income  for  the 
roads  having  annual  operating  revenues  of  over  $1,000,000.  In  other 
words,  it  is  taken  from  the  monthly  reports  to  the  Interstate  Com- 
merce Commission. 

Mr.  Patterson.  And  that  brings  it  up  to  what  date? 

Mr.  Dixon.  Up  to  September,  1913. 
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Mr.  Patterson.  I  would  say  in  that  connection  we  have  made  no 
ittempt  as  yet  to  go  into  details  in  connection  with  the  figures  for 
the  fiscal  year  ending  June  30,  1914.  That  will  be  done  at  a  little 
later  date  when  more  complete  figures  are  available. 

As  to  your  table  on  page  7,  Mr.  Dixon,  generally  speaking,  have 
you  made  any  examination,  or  are  you  able  to  tell  whether  the  operat- 
ing income  for  these  months  of  the  fiscal  year  1914  are  greater  or 
kffi  than  for  the  fiscal  year  of  1913? 

Mr.  Dixon.  It  would  appear  from  an  examination  of  those  three 
months  that  the  figures  will  show  a  decline  as  compared  with  tne 
similar  three  months  of  the  previous  year. 

Mr.  Patterson.  What  is  the  figure,  let  us  say,  for  July?  1913,  as 
compared  with  July,  1912,  the  figure  of  operating  income  ? 

Mr.  Dixon.  The  figure  of  operating  income  for  July,  1913,  is  $504, 
against  $560  for  the  previous  year. 

Mr.  Patterson.  That  is  per  mile  of  line? 

Mr.  Dixon.  Per  mile  of  line ;  yes. 

Mr.  Patterson.  Have  vou  the  figure  for  August? 

Mr.  Dixon.  For  August,  $574  in  1913,  as  against  $693  in  1912. 
For  September  it  is  $529  for  1913,  as  against  $609  for  1912. 

Mr.  Patterson.  What  is  the  table  on  pages  9  and  10? 

Mr.  Dixon.  On  pages  9  and  10  the  table  there  presented  shows  n 
comparison  of  the  rate  of  return  on  capital  in  manufacturing  indus- 
tries— that  is,  those  conducted  on  a  factory  basis — and  the  railways 
of  the  United  States  as  a  whole. 

Mr.  Patterson.  What  does  that  table  show  ? 

Mr.  Dixon.  That  table  shows  that  the  net  return  of  all  the  rail- 
ways of  the  United  States  for  the  year  1910  represented  5.7  per  cent 
open  net  investment,  road  and  equipment ;  whereas  the  104  principal 
manufacturing  industries  of  the  United  States  show  a  correspond- 
ing rate  of  11.8  per  cent,  and  the  net  return  for  all  the  manufacturing 
industries  combmed  was  12  per  cent.  Both  of  these  rates  are  twice 
as  great  as  the  rate  of  return  upon  railway  capital. 

Mr.  Patterson.  I  suppose  it  was  a  practical  impossibility  for 
you  to  get  the  figures  of  the  manufacturing  industries  for  the  eastern 
district  and  pick  them  out  and  put  them  against  the  figures  for  the 
railways  ? 

Mr.  XhxoN.  I  think  it  was  quite  impossible  from  the  figures  we 
had  available. 

Mr.  Patterson.  Have  you  any  familiarity  with  the  question  as 
to  the  extent  to  which  these  figures  showing  return  on  capital  in- 
tested  in  manufacturing  industries  includes  the  item  of  depreciation! 

Mr.  Dixon.  I  have  here  on  page  11  the  instructions  of  the  Census 
Bureau  to  its  examiners  or  enumerators  who  collected  the  informa- 
tion. 

Mr.  Patterson.  What  are  those  instructions? 

Mr.  Dixon.  Shall  I  read  them  entire? 

Mr.  Patterson.  Are  they  very  long? 

Mr.  Dixon.  They  are  on  page  11;  To  answer  your  question  specifi- 
cally, under  the  head  of  "expenses"  is  this  statement  (which  is  the 
instruction  given  by  the  Census  Bureau) : 

Under  "expenses*'  are  included  all  items  of  expense  Incident  to  the  year's 
boRlness.  except  interest,  whether  on  bonds  or  other  forms  of  indebtedness, 
tnd  allowunces  for  depreciation.  C^r\r\n]c> 
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Mr.  Patterson.  Then  I  understand  this  explanatory  note  on  page 
11  comprises  the  instruction  of  the  Census  Bureau  to  their  exam- 
iners ? 

Mr.  Dixon.  The  lower  half  of  it  does;  yes. 

Mr.  Patterson.  Therefore  anyone  who  wants  to  find  how  these 
figures  were  arrived  at  can  see  just  by  consulting  that  note. 

Now,  Mr.  Dixon,  what  do  you  mean  by  "  railway  capital "  as  used 
in  this  exhibit? 

Mr.  Dixon.  I  used  it  in  that  exhibit  to  define  railway  capital  as 
net  investment  in  road  and  equipment. 

Mr.  Pai^terson.  Does  that  include  the  accrued  depreciation? 

Mr.  Dixon.  No,  sir. 

Mr.  Patterson.  You  say  it  does  not? 

Mr.  Dixon.  It  is  less  accrued  depreciation. 

Mr.  Patterson.  In  other  words,  accrued  depreciation  has  been 
deducted  ? 

Mr.  Dixon.  Yes. 

Commissioner  Clements.  I  suppose,  Mr.  Dixon,  you  have  simply 
transferred  or  taken  to  this  page  No.  9  the  figures  from  the  census 
in  regard  to  these  manufacturing  industries  outside  ? 

Mr.  Dixon.  Yes,  sir. 

Commissioner  Clements.  There  has  been  no  independent  investi- 
gation of  that? 

Mr.  Dixon.  No,  sir. 

Commissioner  Clements.  They  are  simply  census  figures  you  have 
used? 

Mr.  Dixon.  Yes,  sir. 

Commissioner  Clements.  Have  they  been  verified? 

Mr.  Dixon.  You  mean  have  we  verified  our  transcript  of  them  ? 

Commissioner  Clements.  Yes. 

Mr.  Dixon.  Oh,  yes;  we  have  regular  methods  of  checking  all  our 
figures  in  the  office.    Nothing  goes  out  without  a  thorough  dieck. 

Commissioner  Clements.  In  what  way  was  the  information  given 
to  the  Census  Office  verified?    Do  you  know  anything  about  that? 

Mr.  Dixon.  I  know  they  do  have  quite  elaborate  systems  of  check- 
ing and  vertification,  but  I  can  not  state  that  in  detail. 

The  Chairman.  In  what  way  do  they  get  their  original  informa- 
tion as  to  the  manufacture  and  the  profits  ? 

Mr.  Dixon.  My  impression  is — I  can  not  state  it  positively — that 
they  send  out  men  as  well  as  sending  out  schedules ;  they  send  sched- 
ules to  the  mauf  acturers,  and  then  they  are  checked  by  field  agents. 

The  Chairman.  Is  there  any  obligation  upon  the  manufacturer 
to  fill  out  that  schedule? 

Mr.  Dixon.  I  think  the  law  requires  it. 

Mr.  Patterson.  My  remembrance  is  I  have  seen  those  blanks,  and 
that  there  is  a  penalty  for  not  furnishing  the  information  by  a  cer- 
tain time. 

The  Chairman.  Is  the  statement  so  furnished  sworn  to? 

Mr.  Patterson.  I  do  not  remember  whether  it  was  sworn  to  or  not. 

Mr.  Dixon.  I  do  not  know. 

Mr.  Lyon.  Do  you  know  whether  those  figures  include  the  failures, 
or  are  those  simply  the  successful  manufacturers? 

Mr.  Dixon.  These  are  the  statistics  as  the  Census  Bureau  publishes 
them. 
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ilr.  Lyon.  You  do  not  know  whether  they  gather  in  the  concerns 
that  are  failures? 

Mr.  Dixon.  I  do  not  know  at  all. 

Mr.  Pattekson.  If  they  have  not,  it  would  not  be  of  very  mucn 
practical  value. 

Mr.  Lyon.  In  the  railways  we  have  the  successful  ones  and  bank- 
rupts. 

ilr.  Pattekson.  I  assume  the  Census  Bureau  must  be  collecting 
information  of  all  manufacturing  industries;  otherwise  the  people 
of  the  United  States  are  spending  a  great  deal  of  money  for  not 
very  valuable  information. 

Jir.  Lyon.  I  think  myself  it  is  of  no  value,  but  I  wanted  to  bring 
that  point  out. 

Mr.  Brandeis.  One  is  dead  and  buried,  and  the  other  remains 
alive  in  the  field. 

Commissioner  Myer.  These  schedules  are  not  open  to  the  public, 
Dr.  Dixon,  are  they  ? 

Mr.  Dixon.  I  think  not. 

The  Chairman.  We  will  take  a  recess  until  2  o'clock. 

(Thereupon,  at  12.30  o'clock  p.  m.,  a  recess  was  taken  imtil  2 
oVlock  p.  m.) 

AFTER  RECESS. 

The  commission  met,  pursuant  to  recess,  at  2  o'clock  p.  m. 

The  following  additional  appearances  were  entered : 

Ernest  L.  Ewins,  Esq.,  appearing  for  the  Furniture  Manufactiur- 
ers'  Association  of  Grand  Rapids,  Mich.;  Grand  Rapids  Lumber- 
men's Association ;  Grand  Rapids  Association  of  Commerce. 

William  H.  Wadharas,  Esq.,  appearing  for  the  New  York  Produce 
Exchange. 

E.  D.  Hotchkiss,  Esq.,  appearing  for  the  Chesapeake  &  Ohio  Rail- 
way Co.  and  Chesapeake  &  Ohio  Railway  Co.  of  Indiana. 

L  L.  Ewing,  Esq.,  appearing  for  the  Natural  Ice  Association  of 
America. 

The  Chairman.  You  may*  proceed,  Mr.  Patterson. 

S.  H.  Dixon,  the  witness  on  the  stand  at  the  time  of  taking  recess, . 
resumed  the  stand  and  testified  further,  as  follows: 

Mr.  Patterson.  Referring  again  to  your  table  on  page  10,  "  Com- 
parison of  rate  of  return  on  capital,  1910;  railways  of  the  United 
otates;  the  manufacturing  industry  as  a  whole;  and  the  104  princi- 
pal manufacturing  industries  in  detail,"  I  note  that  there  are  104 
principal  industries.  What  is  meant  by  "  104  principal  industries  "  ? 
What  is  that  classification? 

Mr.  Dixon.  We  made  an  arbitrary  selection,  in  which  we  included 
industries  that  either  had  a  capital  value  or  produced  gross  returns 
amounting  to  $25,000,000  or  over,  simply  to  get  a  separation  of  the 
large  industries  from  the  relatively  small  ones. 

Mr.  Patterson.  During  the  recess  I  think  your  assistant,  Mr. 
Parmelee,  obtained  some  information  from  the  Census  Bureau  with 
reference  to  a  question  raised  by  Mr.  Lyon  with  regard  to  insolvent 
manufacturers  and  corporations. 


Digitized  by  VjOOQ IC 


106  FIVE  P£B  CENT  OASES. 

Mr.  Dixon.  During  recess  we  secured  the  following  information 
from  Mr.  Steuart,  chief  statistician  for  manufactures  of  the  Census 
Bureau.  The  returns  to  the  Census  Bureau  are  certified  to  by  some 
responsible  officer,  but  are  not  under  oath.  The  records  are  not  pub- 
lic. There  is  a  fine  for  revealing  or  for  inspecting  the  returns.  The 
returns  do  not  cover  corporations  that  have  failed  during  the  census 
year  and  have  left  no  record  behind.  Mr.  Steuart  states  that  in 
the  majority  of  cases  the  corporations  are  succeeded  in  business  by 
other  corporations  or  individuals,  in  whose  possession  the  record 
for  the  full  year  might  be  found. 

Mr.  Patterson.  Turn,  now,  to  the  table  on  page  13.  What  does 
that  represent? 

Mr.  Dixon.  That  is  a  table  for  the  eastern  district  as  distinguished 
from  the  other  tables,  which  cover  only  the  49  railways.  It  shows 
the  total  capitalization,  the  total  capital  stock,  and  the  relation  of 
total  capital  stock  to  total  capitalization  with  percentage. 

Mr.  Patterson.  What  is  the  substance  of  that  table? 

Mr.  Dixon.  It  shows  that  the  ratio  of  capital  stock  to  total  railway 
capital  securities  has  been  falling  both  in  the  United  States  as  a 
whole  and  in  the  eastern  district.  For  the  railways  of  the  United 
States  this  ratio  decreased  from  48.85  per  cent  in  1903  to  44.05  per 
cent  in  1910,  and  from  44.05  per  cent  in  1910  to  approximately  43.60 
per  cent  in  1912.  I  say  approximately,  because  we  nave  not  the  total 
capitalization  for  1912,  but  thus  far  only  have  railways  having  an- 
nual operating  revenues  of  over  $100,000,  the  final  report  to  the  com- 
mission not  having  yet  appeared. 

For  the  railways  bf  the  eastern  district  as  a  whole  the  ratio  has 
been  higher  than  that  for  the  United  States  in  most  years,  but  that 
has  been  declining.  The  decrease  was  from  50.43  to  45.02  per  cent 
in  1910,  from  which  there  was  a  slight  increase  to  46.17  per  cent  in 
1911. 

Mr.  Patterson.  Do  you  know  which  companies  it  was  that  caused 
the  increase  between  1910  and  1911? 

Mr.  Dixon.  That  was  caused  by  the  capital  stock  issues  of  the 
New  York  Central,  the  Pennsylvania,  and  the  Western  Maryland  in 

1910,  and  by  issues  of  the  Boston  &  Maine  and  the  Pennsylvania  in 

1911.  Those  are  the  main  issues. 

Mr.  Patterson.  I  assume  that  this  table  of  ratio  of  capital  stock 
to  total  capitalization  includes  all  capital,  whether  in  the  hands  of 
the  subsidiary  company  or  the  system?  In  other  words,  it  includes 
intercorporate  holdings. 

Mr.  Dixon.  It  is  the  gross  capitalization ;  yes. 

Mr.  Patterson.  What  is  the  table  on  page  15. 

Mr.  Dixon.  The  table  on  page  15  shows  the  average  tractive  power 
per  locomotive  for  all  locomotives  in  the  service,  whether  freight, 
passenger,  or  st\  itch,  for  the  49  railways  for  the  fiscal  years  1908 
to  1912,  and  the  per  cent  of  increase  1912  over  1903. 

Mr.  Patterson.  In  a  general  way  what  does  that  table  show? 

Mr.  Dixon.  The  average  tractive  power  per  locomotive  increased 
nearly  34  per  cent  on  eastern  railways  between  1903  and  1912.  Since 
1910  there  has  been  an  increase  of  nearly  7  per  cent  in  average  trac- 
tive power,  while  the  aimual  average  for  the  second  half  of  the 
decade  (1908-1912)  was  greater  than  that  of  the  first  half  (1903- 
1907)  by  15  per  cent.  o,,.ed.vGoOgle 
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Increases  in  average  tractive  power  between  1903  and  1912  oc- 
curred on  eadb  of  the  49  railway  systems  covered  by  the  table.  While 
the  increase  varied  considerabljr  in  amount  frcwn  road  to  road,  there 
was  no  exception  to  the  rule  of  increase  during  the  decade. 

Mr.  Patterson.  How  did  you  obtain  that  average? 

Mr.  Dixon.  By  simply  dividing  the  total  number  of  locomotives 
of  all  kinds  in  service  on  Jime  30  of  the  respective  years  into  their 
aggregate  pounds  of  tractive  power. 

Mr.  Patterson.  How  did  you  ascertain  the  average  for  all  of  the 
roads  combined? 

Mr.  Dixon.  By  taking  the  total  locomotives  in  service  on  all  roads 
it  June  30  of  the  respective  years  and  dividing  that  into  the  aggre- 
gate tractive  power  in  pounds. 

Mr.  Patterson.  That  is  a  real  average,  and  is  not  an  average  of 
averages. 

Mr.  Dixon.  No,  sir. 

Mr.  Patterson.  Turn,  now,  to  the  table  on  page  17. 

The  Chairman.  Just  what  is  this  statement  ot  the  increased  aver- 
age tractive  power  intended  to  imply  in  this  proceeding? 

Mr.  Patterson.  I  think  its  only  importance  is  to  give  an  idea  to  the 
commission  of  the  increased  ability  of  the  roads  to  handle  traffic. 
We  assume  that  that  question  would  doubtless  be  raised  in  this  case. 
It  has  been  raised  in  a  great  many  cases  before  the  commission: 
Whether,  in  the  last  few  years,  the  capacity  of  cars  has  not  been  in- 
creased, the  capacity  of  trainload  has  not  been  increased,  the  trac- 
tive poisrer  of  the  locomotiVes  has  not  been  increased,  and  therefore 
it  was  simply  to  furnish  that  information  in  advance. 

Turn  to  table  on  page  17,  Mr.  Dixon. 

Mr.  Dixon.  The  table  on  page  17  shows  the  average  capacity  per 
freight  car  for  the  49  railways  for  the  fiscal  years  1903  to  1912,  with 
the  increase  in  capacity  in  1912  over  1903. 

Mr.  Patterson.  How  do  you  ascertain  that  average? 

Mr.  Dixon.  The  total  number  of  freight  cars,  not  including  caboose 
cars,  in  service  on  June  30  of  the  respective  years  is  divided  into  the 
tggregate  tons  of  capacity. 

Mr.  Patterson.  That,  we  assume,  includes  the  cars  owned  or  leased 
by  the  particular  "railroads? 

Mr.  Dixon.  Yes;  all  cars  in  service. 

Mr.  Patterson.  Therefore  it  does  not  include  foreign  cars  tem- 
porarilv  on  their  lines? 

Mr.  t)ixoN.  No. 

Mr.  Patterson.  In  a  general  way,  what  does  that  table  show? 

Mr.  Dixon.  It  shows  the  average  capacity  per  freight  car  has  in- 
creased 28  per  cent  on  the  eastern  railways  between  1903  and  1912. 
Since  1910  there  has  been  an  increase  of  over  3 J  per  cent,  while  the 
annual  average  for  the  second  half  of  the  decade  (1908-1912)  was 
greater  than  that  of  the  first  half  (1903-1907)  by  nearly  16  per  cent. 

Increases  in  average  freight-car  caj)acity  occurred  between  1903 
and  1912  upon  all  but  one  of  the  49  railway  systems  included  in  the 
table.    One  road  shows  a  stationary  record  for  the  decade. 

Mr.  Patterson.  Not  having  any  equipment? 

Mr.  Dixon.  I  understand  so. 

Mr.  Patterson.  Eefer  now  to  the  table  on  page  19. 
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Mr.  Dixon.  The  table  on  page  19  shows  the  average  freight-train 
load  for  the  49  railways^  for  the  fiscal  years  1903  to  1912  and  the 
per  cent  of  increase  in  this  average  between  1903  and  1912. 

Mr.  Pattehson.  And  how  is  the  average  obtained  for  each  road? 

Mr.  Dixon.  By  dividing  the  revenue  freight-train  miles  plus  the 
revenue  mixed-train  miles  into  the  aggregate  ton-miles. 

Mr.  Patterson.  And,  in  a  general  way,  what  is  the  result  of  this 
table? 

Mr.  DixoN.  There  has  been  an  increase  in  the  average  trainloads, 
1912  over  1903,  of  30  per  cent.  This  average  trainload  increased 
over  6|  per  cent  from  1910  to  1912,  while  the  annual  average  of  the 
second  half  of  the  decade  (1908-1912)  shows  an  increase  over  the 
annual  average  of  the  first  half  (1903-1907)  of  nearly  15  per  cenc. 
All  but  one  of  the  49  railway  systems  covered  by  the  statement  show 
increases  in  average  trainloads  between  1903  and  1912. 

The  Chairman.  Can  you  tell  us  just  what  is  considered  a  train 
under  that  table? 

Mr.  Dixon.  The  roads  now  uiake  their  repoils  to  the  commission, 
following  the  commission's  own  classification  of  what  constitutes  a 
train.  It  is  prescribed  by  the  accounting  division  of  the  commis- 
sion. We  have  simply  accepted  the  figures  as  contained  in  that 
classification. 

Mr.  Patterson.  Would  you  like  any  fuilher  information  on  that 
point,  Mr.  Chairman? 

The  Chairman.  No. 

Mr.  Patterson.  Mr.  Dixon,  turn  to  thep  table  on  page  21. 

Mr.  Dixon.  This  table  shows  the  average  load  per  loaded  freight 
car  for  the  49  railroads  for  the  years  1903  to  1912,  with  the  increase 
of  1912  over  1903. 

Mr.  Patterson.  And  that  table  is  made  up  how? 

Mr.  Dixon.  That  was  made  by  dividing  the  loaded  revenue  freight- 
car  miles  into  aggregate  ton-miles. 

Mr.  Patterson.  And  what,  in  a  general  way,  does  that  table  show? 

Mr.  Dixon.  That  table  shows  that  the  average  load  per  loaded 
freight  car  increased  19^  per  cent  on  the  eastern  railwa3's  during  the 
decade  1903  to  1912. 

This  average  carload  increased  slightly  from  1910  to  1912,  while 
the  annual  average  of  the  second  half  of  the  decade  (1908-1912) 
shows  an  increase  over  the  annual  average  of  the  first  half  (1903— 
1907)  of  11  per  cent. 

All  the  railways  show  increases  during  the  10  yeai*s  1903  to  1912 
in  average  load  per  loaded  car. 

Mr.  Patterson.  Refer  now  to  the  table  on  page  23. 

Mr.  Dixon.  The  table  on  page  23  is  the  average  freight-car  load 
for  the  49  railways  for  the  fiscal  years  1903  to  1912.  There  is  a 
misstatement  in  the  title.  It  shows  1903  to  1911,  and  it  should  be 
1903  to  1912.  It  shows  the  per  cent  of  increase,  1912  over  1903.  This 
included  all  cars,  loaded  and  empty,  and  also  caboose  cars. 

Mr.  Patterson.  What  does  this  statement  show  ? 

Mr.  Dixon.  It  shows  the  average  freight-car  load,  including  both 
loaded  and  empty  cars,  increased  15  per  cent  on  the  eastern  railways 
from  1903  to  1912;  but  it  remained  stationary  between  1910  and  1912. 
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The  rate  of  increase  in  this  average  freight>car  load  was  7  per  cent 
between  the  first  half  of  the  decade  (1903-1907)  and  the  second  half 
(1908-1912). 

During  the  decade  this  average  increased  upon  every  one  of  the 
49  railways  covered  by  the  table.  Between  1910  and  1912  there  were 
increases  on  more  than  half  the  railways. 

Mr.  Patterson.  What  does  the  table  on  page  25  show  ? 

Mr.  I>ixox.  The  table  on  page  25  shows  the  total  number  of  cars 
per  freight  train  for  the  49  railways  for  the  fiscal  years  1903  to  1912, 
and  the  per  cent  of  increase  from  1912  over  1903. 

Mr.  Patterson.  This  was  obtained  how  ? 

Mr.  I>ixoN.  By  dividing  the  sum  of  revenue  freight  and  mixed 
train -miles  into  aggregate  revenue  freight  car-miles,  including 
loaded^  empty,  and  caboose. 

Mr.  Patterson.  T\Tiat  is  the  result  of  the  table? 

Mr.  I>ixoN.  It  diows  an  increase  of  12  per  cent  in  total  number 
of  freigbt  cars  per  train  on  the  eastern  railways  between  1903 
and  1912. 

The  total  numl>er  of  cars  per  train  increased  more  than  6J  per 
cent  l>etween  1910  and  1912.  while  the  annual  average  of  the  second 
half  of  the  decade  (1908-1912)  was  greater  than  that  of  the  first 
half   (1903-1907)  by  nearly  7  per  cent 

Forty-two  of  the  49  railway  systems  covered  by  the  table  increased 
their  average  of  total  number  of  cars  per  train  between  1903  and 
1912. 

Mr.  Patterson.  Turn  now  to  the  table  on  page  27. 

Mr.  I>TXON.  The  table  on  page  27  shows  the  number  of  loaded  cars 
per  freight  train  for  the  49  railways  for  the  fiscal  years  1903  to 
1912,  and  the  per  cent  of  increase  of  1912  over  1903. 

Mr.  Patterson.  Those  figures  were  obtained  how? 

Mr.  OixoN.  By  dividing  the  sum  of  revenue  freight  and  mixed 
train-miJes  into  aggregate  loade<l  revenue  freight  car-miles. 

Mr.  Patterson.  And  what  is  the  result  of  that  table? 

Mr.  I>TxoN.  The  result  shows  that  there  was  an  increase  of  8  per 
cent  in  the  number  of  loaded  freight  cars  per  train  on  the  eastern 
railways  between  1903  and  1912. 

Loaded  cars  per  train  increased  over  5|  per  cent  between  1910  and 
1912,  while  the  annual  average  of  the  second  half  of  the  decade 
(1908-1912)  was  greater  than  tliat  of  the  first  half  (1903-1907)  by 
more  than  2^  per  cent. 

The  proportion  of  loaded  to  total  frei^t  cars  per  train  slightly 
decreased  during  the  decade.  While  the  total  number  of  cars  i>er 
train  was  30.3  in  1903 — using  the  two  tables  in  combination — ^and 
the  niimher  of  loaded  cars  per  train.  20.7,  or  about  68  per  cent  of  the 
totaL  the  number  of  loaded  cars  per  train  in  1912  represented  22.4 
ant  of  a  total  34  cars  per  train,  or  about  66  per  cent,  a  decline  of  2 
per  cent  in  the  number  of  loaded  cars.  Forty-one  of  the  49  railway 
systems  covered  by  the  table  increased  their  average  number  of 
loaded  cars  per  train  between  1903  and  1912. 

Mr.  Patterson.  What  does  the  table  on  page  29  show? 

Mr.  EhxoN.  It  shows  the  average  receipts  f>er  ton-mile  for  the 
49  railway  systems  for  the  fiscal  years  1903  and  1912,  and  the  per 
cent  of  increase  of  1912  over  1903. ' 
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Mr.  Patterson.  How  did  you  deal  with  the  situation  of  freight 
revenue  per  ton  per  mile  and  the  revenue  from  outside  operations 
prior  to  July  1, 1907,  as  included  in  the  commission's  statistics? 

Mr.  Dixon.  We  simply  accepted  commission  figures  and  the  com- 
mission's method  of  computation.  The  return  for  some  of  the  rail- 
ways of  freight  revenue  per  ton  per  mile  prior  to  July,  1907,  in- 
cluded some  switching  revenue,  but  we  were  informed,  upon  inquiry 
of  the  commission,  that,  generally  speaking,  the  noncomparability 
of  the  figures  prior  to  and  subsequent  to  1907  is  fairly  negligible. 

Mr.  Patterson.  I  notice  some  differences  between  the  figures  in 
this  table  and  the  figures  which  were  submitted  in  the  combined 
statement  of  the  36  systems  yesterday.  Have  you  any  idea  what 
that  difference  may  be  due  to? 

Mr.  Dixon.  I  think  it  is  partly  due  to  the  differences  which  I 
explained  this  morning,  that  we  have  included  three  roads,  the  Detroit, 
Toledo  &  Ironton,  the  Coal  &  Coke,  and  the  Lehigh  &  New  England, 
which  are  not  included  in  the  36  systems.  We  nave  omitted  some 
relatively  unimportant  subsidiaries  which  the  other  systems  have 
included  in  their  10-year  statement.  It  is  also  true  that  some  roads 
have  adjusted  their  figures  since  1907  to  make  their  average  receipts 
per  ton  per  mile  correspond  with  the  period  previous  to  that  time. 

Mr.  Patterson.  Will  you  kindly,  m  the  course  of  the  next  few 
weeks,  make  further  investigation  into  that  and  see  whether  there 
are  any  other  bases  for  the  differences? 

Mr.  Dixon.  Yes,  sir. 

Mr.  Patterson.  In  a  general  way,  what  does  that  table  of  receipts 
per  ton  per  mile  show  ? 

Mr.  Dixon.  The  average  receipts  per  ton  per  mile  of  the  eastern 
railways  decreased  from  0.653  cent  in  1903  to  0.617  cent  in  1912,  or 
5.5  per  cent;  from  0.619  cent  in  1910  to  0.617  cent  in  1912,  a  slight 
decrease;  from  an  annual  average  of  0.647  for  the  first  half  of  the 
decade  (1903-1907)  to  an  average  of  0.622  cent  for  the  second  half 
(1908-1912),  or  a  decrease  of  3.9  per  cent. 

About  three-fourths  of  the  49  railway  systems  show  decreases  in 
average  receipts  per  ton  per  mile  between  1903  and  1912,  the  ratio 
of  decrease  being  relatively  high  in  some  instances.  Comparing 
1912  with  1910,  nearly  half  of  the  railroads  show  decreases. 

Mr.  Patterson.  Kefer  now  to  your  next  table  on  page  31. 

Mr.  Dixon.  The  table  on  page  31  shows  the  average  receipts  per 
passenger-mile  for  the  49  railways  for  the  fiscal  years  1903  to  1912, 
and  the  increase  and  decrease  of  1912  as  compared  with  1903. 

Mr.  Patterson.  In  a  general  way,  what  does  that  table  show? 

Mr.  Dixon.  That  table  shows  the  average  receipts  per  passenger- 
mile  of  the  eastern  railways  decreased  from  1.847  cents  in  1903  to 
1.806  cents  in  1912,  or  2.2  per  cent ;  increased  from  1.755  cents  in  1910  to 
1.806  in  1912,  or  2.9  per  cent,  and  decreased  from  an  annual  average 
of  1.824  cents  for  the  first  half  of  the  decade  (1903-1907)  to  an 
annual  average  of  1.771  cents  for  the  second  half  (1908-1912),  or 
2.9  per  cent. 

Mr.  Patterson.  There  is  the  same  thing  with  reference  to  this 
table  in  comparison  with  the  36-road  statement  as  before. 

Mr.  Dixon.  A  comparison  of  the  two  statements  shows  that  this 
runs  very  close  to  the  figure  in  the  36-road  statement.  There  is  not 
the  same  variation  that  there  is  in  the  ton-miles. 
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Mr.  Patterson.  But  there  is  a  difference  in  the  make-up  of  these 
statements? 

Mr.  Dixon.  Yes. 

Mr.  Patterson.  And  your  last  table,  on  page  33  ? 

Mr.  Dixon.  The  last  table  is  the  aggregate  compensation  to  era^ 
ployees,  excluding  general  oflScers,  for  the  49  railways  for  the  fiscal 
years  1903  to  1912,  and  the  increase  of  1912  over  1903. 

Mr.  Patterson.  That  table  represents  what  class  of  employees? 

Mr.  Dixon.  All  employees  except  general  officers. 

Mr.  Patterson.  What  is  the  result  of  that  table? 

Mr.  Dixon.  That  table  shows  that  the  aggregate  compensation  to 
employees,  excluding  the  general  officers,  increa^  from  $364,000,000 
in  1903  to  $567,000,000  in  1912,  or  56  per  cent.  The  amount  of 
increase  between  1910  and  1912  was  $57,000,000,  and  the  rate  of 
increase,  11  per  cent,  while  the  annual  average  for  the  second  half 
of  the  decade  (1908-1912)  was  greater  than  the  annual  average  for 
the  first  half  (1903-1907)  by  $95,000,000,  or  23  per  cent. 

With  a  single  exception,  every  railway  covered  by  the  table  ex- 
pended a  greater  amount  of  compensation  to  employees  in  1912 
than  in  1903. 

Mr.  Patterson.  That  table  is,  of  course,  gross  amount  of  wages 
paid  and  does  not  purport  to  show  any  increases  in  particular  classes 
of  employees. 

Mr.  Dixon.  No  ;  none  at  all.    It  is  gross  payment. 

Mr.  Patterson.  A  detailed  study  of  the  increases  as  to  particular 
classes  of  employees  will  be  presented  at  a  later  date. 

The  Chairman.  This  table  makes  no  distinction  between  the  sev- 
eral years  as  to  the  number  of  jnen  employed  ? 

Mr.  Patterson.  No;  none  at  all.  It  is  just  the  gross  amount  paid 
in  wages;  that  is  all.  I  have  no  further  questions  of  Mr.  Dixon  at 
this  time.    He  can  be  recalled  at  a  later  date. 

Mr.  Lyon.  Have  you  any  information  which  would  s|iow  the  in- 
crease in  the  load  per  car  from  1903  to  1912  of  special  equipment, 
such  as  coal  equipment? 

Mr.  Dixon.  That  could  not  be  obtained  from  the  Interstate  Com- 
merce figures.  Such  material  could  possibly  be  obtained  by  a  direct 
application  to  the  individual  roads. 

Mr.  TjYOn.  Nor  have  you  any  information  as  to  the  increase  in 
tare  weight  of  equipment  as  compared  with  its  capacity? 

Mr.  Dixon.  No,  sir. 

The  Chairman.  That  seems  to  be  all  with  Mr.  Dixon  at  this  time. 

Mr.  BuTTERFiELD.  If  the  commission  please,  in  Mr.  Willard's 
opening  statement,  you  will  recall,  he  said  that  it  was  hoped  to  secure 
the  pending  advance  by  a  general  increase  of  5  per  cent  in  the  rates 
throughout  the  territory,  preserving  as  far  as  possible  the  existing 
competitive  adjustment  as  between  localities.  In  the  detailed 
preparation  of  the  tariffs  upon  that  point  it  seemed  to  be  necessary 
to  make  some  slight  departures  from  a  literal  5  per  cent  advance, 
Mid  it  was  thought  that  the  record  ought  to  show,  in  a  general  way, 
the  extent  of  those  departures  and  the  character  of  them.  For  that 
purpose  we  expect  to  call  at  this  time,  if  it  meets  with  the  approval 
of  the  commission,  Mr.  McCain,  chairman  of  the  Trunk  Line  Asso- 
ciation, who  had  charge  of  the  preparation  of  the  tariffs  in  trunk' 
line  territory  and  to  the  west;  Mr.  Morris,  chairman  of  the  Central 
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Freight  Association  territory,  who  had  charge  of  the  preparation 
of  tariffs  in  that  territory  an^  eastbound;  Mr.  Large,  who  will  de- 
scribe the  situation  with  respect  to  coal,  coke,  and  ore  in  eastern 
territory ;  and  Mr.  Ingalls,  who  will  describe  the  situation  in  respect 
to  coal  in  Ohio,  Indiana,  and  Illinois. 

Mr.  C.  C.  McCain  was  called  as  a  witness  by  and  on  behalf  of 
the  railroads,  and  having  been  first  duly  sworn,  testified  as  follows : 

Mr.  BuTTERFiELD.  Mr.  McCain,  you  are  chairman  of  the  Trunk 
Line  Association? 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  And  you  have  been  for  many  years? 

Mr.  McCain.  For  six  years. 

Mr.  BuTTERFiELD.  Did  you  have  general  char^  and  supervision 
of  the  preparation  of  the  tariffs  covering  rates  in  trunk-line  terri- 
tory, and  from  that  territory  to  the  west,  which  are  pending  in  this 
investigation  ? 

Mr.  McCain.  Yes.  The  bases  of  all  such  rates  were  created  in 
my  office. 

Mr.  BuTTERFiELD.  Take  up  first  the  class  and  commodity  rates  and 
domestic  and  import  rates  from  trunk-line  territory  to  the  western 
termini  and  to  Central  Freight  Association  territory.  In  the  first 
place  I  will  ask  you  about  the  hiinima  which  were  observed.  As  I 
understand  it,  in  respect  to  rates  which  were  prescribed  by  reference 
to  the  ton,  a  minima  of  5  cents  was  observed. 

Mr.  McCain.  Five  cents;  yes,  sir. 

Mr.  BuTTERFiELD.  With  respect  to  rates  where  the  rate  was  ex- 
pressed in  cents  per  hundredweight,  a  minima  of  one-quarter  of  1 
cent  was  observed? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  How  did  you  deal  with  fractions  in  the  com- 
putation of  the  proposed  advances  and  decimals  of  a  cent? 

Mr.  McCain.  In  figuring  out  the  per  ton  fractions  of  1  cent  per 
ton  were  to  be  disposed  of  by  dropping  forty-nine  one  hundredths 
of  1  cent  or  less  and  increasing  fifty-one  one  hundredths  or  more, 
and  in  publishing  revised  commodity  rates  of  cents  per  hundred 
pounds  the  decimal  of  one-tenth  cent  was  employed,  taking  the 
nearest  10. 

Mr.  BuTTERFiELD.  As  a  general  proposition,  the  rates  on  classes 
as  they  are  published  to-day  in  trunk-line  territory,  are  not  carried 
to  one-tenth  of  a  cent,  are  they? 

Mr.  McCain.  The  present  rates;  no,  sir. 

Mr.  BuTTERFiELD.  So  that  in  respect  to  this  proposed  advance  that 
is  the  only  change  in  the  present  system,  in  that  you  are  expressing 
the  rates  now  in  tenths  of  a  cent? 

Mr.  McCain.  In  tenths  of  a  cent;  yes,  sir. 

Mr.  BuTTERFiELD.  If  the  next  figure  in  the  decimal  equalled  or 
exceeded  5,  you  called  it  another  tenth? 

Mr.  McCain.  Precisely. 

Mr.  BuTTERFiELD.  And  if  it  was  less  than  5,  you  dropped  it? 

Mr.  McCain.  Dropped  it;  yes,  sir. 

Mr.  BuTTERFiELD.  So  that,  speaking  of  the  rate  from  New  York 
to  Chicago,  first  class,  which  is  at  present  75  cents,  if  we  multiply 
that  by  5  per  cent,  we  have  the  figure  of  78.75. 
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Mr.  McCain.  Yes,  sir;  actual. 

Mr.  BuTTERFiELD.  And  in  applying  the  disposition  of  the  decimals 
that  jou  have  referred  to,  the  new  rate  becomes  78.8  cents,  first  class? 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  With  respect  to  the  rates  from  Philadelphia 
and  Baltimore,  westbound,  to  points  beyond  the  termini  of  the  trunk 
lines,  as  I  understand  it  at  the  present  time,  they  are  certain  differ- 
entials in  cents  per  hundred  pounds  under  the  New  York  rate? 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  For  example,  the  Philadelphia  rate  is- 6  cents, 
first  class,  under  the  New  York  rate  ? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  And  the  Baltimore  rate  is  8  cents,  first  class, 
under  New  York. 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  And  in  the  proposed  advances,  having  dis- 
covered that  the  New  York  to- Chicago  rate,  first  class,  was  to  be 
78.8,  what  did  you  prescribe  for  the  rate  from  Philadelphia  to 
Chicago,  first  class? 

Mr.  McCain.  Six  cents  less,  preserving  the  same  relation  that 
exists  under  the  present  rate. 

Mr.  BuTTERFiELD.  So  that  the  percentage  of  advance  from  Phila- 
delphia to  New  York  is  not  exactly  5  per  cent  ? 

Mr.  McCain.  Not  exactly;  no,  sir. 

Mr.  BxTTTERFiELD.  But  the  proposed  advances  preserve  the  existing 
port  differentials  in  cents  per  hundred  pounds? 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  In  making  the  rate  from  New  York  to  points 
in  Central  Freight  Association  territory,  which  are  to-day  based 
upon  a  percentage  of  the  New  York  to  Chicago  rate,  has  the  existing 
percentage  of  the  New  York-Chicago  rate,  as  advanced,  been  pre- 
served? 

Mr.  McCain.  Yes,  sir;  identically. 

Mr.  BUTTERFIELD.  So  that  having  learned  the  rate  from  New  York 
to  Chicago  under  the  proposed  tariffs,  the  rate  from  New  York  to 
Detroit,  for  example,  will  be  found  to  be  78  per  cent  of  it.  Is  that 
right? 

Air.  McCain.  I  was  not  sure  about  the  percentage.  It  is  78 
per  cent. 

Mr.  Brandeis.  At  the  present  percentage? 

Mr.  BuTTERFiELD.  Ycs.  So  that  in  that  case  the  percentage  of 
advance  in  rates  from  New  York  to  Detroit  will  be  slightly  different 
from  5  per  cent. 

Mr.  McCain.  It  will  vary;  yes,  sir;  on  some  classes  one  way  and 
on  some  classes  in  another  way. 

Mr.  BuTTERFiELD.  I  wiU  ask  you  if  you  have  made  an  investigation 
of  that  general  situation  which  shows  that  the  variations  from  the 
strict  5  per  cent  are  sometimes  above  and  sometimes  below? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  With  respect  to  the  rates  from  points  in  the 
interior  in  trunk-line  territory,  as  for  example,  Syracuse,  N.  Y.,  to 
points  in  Central  Freight  Association  territory,  which  are  to-day 
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made  by  a  percentage  calculation  based  on  the  rate  from  New  York 
to  Chicago;  state  whether  those  percentages  have  been  preserved? 

Mr.  McCain.  Yes,  sir;  the  existing  relations  under  the  present 
rates  have  been  preserved. 

Mr.  BuTTERFiELD.  So  that  there  again  will  be  shown  a  slight  de- 
parture from  a  literal  5  per  cent  advance. 

Mr.  McCain.  There  will  be  variations  slightly  above  and  slightly 
below  5  per  cent. 

Mr.  BuTTERFiELD.  The  differentials  I  have  referred  to  in  favor  of 
Philadelphia  and  Baltimore  under  New  York,  applying  on  rates 
from  New  York  to  Chicago,  are  applicable  also  on  rates  from  New 
York  to  interior  points  in  Central  Freight  Association  territory, 
are  they  not  ? 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  In  proposing  the  new  rates  these  differentials 
have  been  also  preserved  in  cents  per  hundred  pounds.    Is  that  so? 

Mr.  McCain.  Yes;  that  is  correct. 

Mr.  BuTTERFiELD.  There  are  also  so-called  differential  routes  by 
which  freight  moves  from  New  York  to  Chicago  and  Central  Freight 
Association  territory,  which  have  rates  a  certain  number  of  cents 
per  hundred  pounds  under  the  all-rail  or  the  standard  routes.  Is 
that  so? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  How  did  you  deal  with  the  differential  routes 
in  the  proposed  advance? 

Mr.  McCain.  The  same  differential  relation  between  the  differ- 
ential routes  was  retained  in  the  advanced  rates  as  under  the  present 
rates. 

Mr.  BuTTERFiELD.  In  cents  per  hundred  pounds? 

Mr.  McCain.  In  cents  per  hundred  pounds. 

Mr.  BuTTERFiELD.  I  will  ask  you  to  state,  Mr.  McCain,  what  was 
done  with  reference  to  rates  between  points  in  trunk-line  territory; 
for  example,  from  New  York  to  Syracuse? 

Mr.  McCain.  They  were  all  advanced  5  per  cent. 

Mr.  BuTTERFiELD.  That  is  to  say,  they  were  not  based  upon  any 
other  rates,  but  they  each  stand  upon  their  own  basis? 

Mr.  McCain.  Very  largely. 

Mr.  BuTTERFiELD.  And  the  computation  of  5  per  cent  was  made 
for  those  advances? 

Mr.  McCain.  Uniformly. 

Mr.  BuTTERFiELD.  What  was  done  with  the  ex-lake  grain  rates 
from  Buffalo  to  New  York? 

Mr.  McCain.  They  were  advanced  5  per  cent. 

Mr.  BuTTERFiELD.  'What  about  the  so-called  f.  o.  b.  rates  from 
Buffalo? 

Mr.  McCain.  They  were  also  advanced  5  per  cent. 

Mr.  BuTTERFiELD.  Dealing  with  the  decimals  in  the  way  that  you 
have  described. 

Mr.  McCain.  The  same  as  before;  yes;  and  retaining  the  differ- 
ential relations. 

Mr.  BuTTERFiELD.  If  the  commission  please,  we  have  some  tables 
which  will  briefly  illustrate  these  departures  from  the  strict  5  per 
cent  mathematical  calculation.  We  have  not  copies  of  them  at  tnis 
time,  and  if  coimsel  on  the  other  side  and  the  commission  desires 
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to  have  them^  we  will  be  glad  to  have  them  printed  and  furnished. 
Th^  are  merely  illustrative  of  what  Mr.  McCain  has  stated. 

Mr.   Br.\ndeis.  I  would  be  glad  if  you  would  furnish  us  with  a 
copy. 

Mr.  BuTTERFiELD.  We  will  arrange  to  have  those  printed.    I  think 
you  mav  cross-examine  Mr.  McCain. 

Mr.  Johnson.  As  I  understand  it — and  of  course  we  all  under- 
stand it — the  purpose  of  the  new  tariffs  is  to  furnish  increased 
revenues  which  the  railroads  claim  are  necessary  for  their  purposes. 
In  order  to  serve  that  purpose  I  undei-stand  that  all  rates  over  $1 
were  increased  by  5  per  cent  and  rates  that  were  under  $1  wiere  in- 
creased 5  cents.  That  is  right,  is  it  not  ? 
Mr.  McCain.  Over$l? 
Mr.  Johnson.  One  dollar  or  over. 

Mr.    BuTTEHFiELD.  You  are  speaking  now  of  rates  that  refer  to 
tons. 

Mr.   Johnson.  Yes.     All  tonnage  rates  of  a  dollar  or  over  were 
increased  o  per  cent. 

Mr.    McCain.  You  are  speaking  of  rates  that  are  expressed  per 
ton? 
Mr.  Johnson.  Yes. 

Mr.  McCain.  Yes.    You  refer  to  the  application  of  the  minimum 
of  5  per  cent. 

Mr.   Johnson.  Those  rates  under  $1,  expressed  in  tons,  were  in- 
creased 5  cents. 
Mr.  McCain.  Five  cents;  yes,  sir;  that  would  be  so. 
Mr.  BuTTERFiELD.  If  any  one  of  those  rates  at  that  time  or  now, 
was  already  too  high,  you  did  not  take  that  into  consideration  at 
all ;  that  is,  if  you  can  conceive  of  any  rate  being  too  high,  but  you 
jujdt  added  this  increase  to  the  existing  rate.    You  did  not  attempt 
to  differentiate  between  rates  which  might  or  might  not  be  alreaay 
too  high  and  objectionable  to  the  shippers? 
Mr.  iicCAiN.  Xo,  sir:  we  did  not. 

Mr.  Johnson.  And  if  that  advance  takes  place,  such  rates  if  too 
high  HOW  are  5  cents  higher  than  they  were. 
Mr.  McCain.  Yes. 

Mr.  Johnson.  And  5  cents  advance 

Mr.  McCain.  If  the  present  rates  are  unreasonable,  the  new  rates 
are  5  cents  more  so. 

Mr.  tiYON.  These  rates  as  issued  by  you  are  the  result  of  an  agree- 
ment between  the  carriers? 

Mr.  Patterson.  I  did  not  catch  that  question.  I  will  ask  the 
stenographer  to  repeat  it. 

(The  reporter  read  the  pending  question  as  follows:) 
"  These  rates  as  issued  oy  you  are  the  result  of  an  agreement  be- 
tween the  carriers?" 

Mr.  McCain.  I  do  not  say  that  they  are  an  agreement  between 
the  carriers.  It  is  a  cooperative  action  of  the  earners,  but  no  agree- 
ment covers  the  action  that  I  know  of. 

Mr.  L*YON.  What  instructions  did  you  receive  about  preparing 
these  rates? 

Mr.  McCain.  The  conclusion  was  reached  by  the  people  who  man- 
age these  properties  that  an  advance  should  be  arranged  for,  and 
through  the  various  departments  of  the  various  roads  the  arrange- 
ment was  made.  C^r\r\n]r> 
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Mr.  Lyon.  x\nd  these  various  departments  reported  to 'you  as  the 
joint  agent  of  the  carriers? 

Mr.  McCain.  There  was  no  reporting.  The  Trunk  Line  Asso- 
ciation is  an  organization  where  matters  of  common  interest  of  this 
sort  are  handled  for  expeditious,  economic,  and  various  other  reasons. 

Mr.  Lyon.  Is  that  an  organization  to  which  all  of  the  railroads  in 
this  territory  are  a  party  ? 

Mr.  McCain.  No,  sir. 

Mr.  Lyon.  Did  you  issue  tariffs  applicable  on  any  line  which  was 
not  a  party  to  the  association? 

Mr.  McCain.  I  do  not  issue  tariffs  from  my  office.  As  I  said  at 
the  beginning,  we  simply  provide  the  basic  data  for  the  construc- 
tion of  tariffs. 

Mr.  Lyon.  After  you  prepared  the  form  of  the  tariffs  or  the 
amount,  did  you  forward  copies  to  each  of  the  railroads  in  this 
territory  ? 

Mr.  McCain.  The  basic  figures;  for  illustration,  take  the  New 
York-Chicago  rates,  would  be  furnished  to  every  eastern  carrier, 
and  they  themselves  would  know  what  to  do  with  the  rest. 

Mr.  Lyon.  And  so  far  as  you  know  they  have  applied  the  basis 
which  you  furnish  to  them  m  the  making  of  the  rates  which  are 
now  imder  suspension  ? 

Mr.  McCain.  So  far  as  I  know ;  yes,  sir. 

Mr.  Lyon.  You  do  not  know  of  any  exception  to  that,  do  you  ? 
•  Mr.  McCain.  I  do  not. 

Mr.  Patterson.  Will  you  also  prepare  and  file,  if  you  have  not 
done  so,  a  list  of  any  rates  that  w  ere  not  advanced  ?  For  instance,  I 
know  the  anthracite  coal  rates  were  not  advanced. 

Mr.  McCain.  That  is  not  in  our  office. 

Mr.  Patterson.  If  there  are  any  on  merchandise,  so  that  every- 
body will  clearly  understand  the  situation. 

Mr.  McCain.  I  do  not  recall  any. 

Mr.  Lyon.  There  is  one  that  I  could  inform  you  about. 

Mr.  Butterfield.  Will  you  let  us  have  it  ? 

Mr.  Lyon.  No.  I  am  not  on  the  stand.  Why  were  not  the  anthra- 
cite rates  included  in  making  this  calculation  or  basic  proposition 
that  you  speak  of? 

Mr.  McCain.  I  am  not  competent  to  answer  that.  The  question 
of  coal  traffic  is  not  dealt  with  in  the  Trunk  Line  Association  as  such. 

Mr.  Lyon.  Where  is  it  dealt  with? 

McCain.  By  the  individual  roads,  as  I  understand  it. 

Mr.  Lyon.  Do  you  imdei-stand  that  they  have  an  agent  who  makes 
advanced  rates? 

Mr.  Butterfield.  We  will  call  a  witness  with  regard  to  coal  rates, 
and  he  will  be  able  to  answer  the  questions  of  Mr.  Lyon  on  the  sub- 
ject of  coal. 

Mr.  Lyon.  I  will  ask  the  stenographer  to  repeat  the  question  as 
far  as  I  have  gone. 

(The  reporter  read  the  pending  question,  as  follows:) 

"  Do  you  imderstand  that  they  nave  an  agent  who  makes  advanced 
rates " 

Mr.  Lyon.  Do  you  understand  that  they  have  an  agent  who  makes 
advanced  rates  on  coal  ? 

Mr.  McCain.  I  do  not ;  no,  sir. 
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Mr.  Lyon.  You  do  not  know  of  any  such  organization  ? 

Mr.  McCain.  No,  sir. 

Mr.  Lyon.  Do  you  understand  that  the  carriers  make  them 
separately? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  What  was  the  situation  with  respect  to  the  rates 
interior  in  New  England  ?  Is  there  any  advance  in  those  rates  gen- 
erally pending  in  this  investigation? 

Mr.  McCain.  The  westbound  rates  froip  Boston  and  interior  New 
England  points  to  points  beyond  Albanj  and  the  Hudson  River  are 
embraced  in  this  advance.  The  interior  New  England  rates  are 
undergoing,  as  I  understand,  a  readjustment  in  themselves. 

Mr.  BuTTERTiELD.  In  other  words,  they  are  the  subject  of  a  sepa- 
rate inauiry  by  the  commission  ? 

Mr.  McCain.  By  the  commission  and  by  the  State  commission. 
They  were  not  included  in  this  general  advance  at  the  time. 

Mr.  Brandeis.  That  is  limited  to  Boston  &  Maine  rates. 

Mr.  McCain.  I  am  not  so  sure  of  that. 

Mr.  Brandeis.  I  say  that  because  I  know  it  is. 

!Mr.  McCain.  The  situation  at  the  time  was  such  that  the  structure 
generally  westbound  from  New  England  was  not  included  in  this 
general  advance.  The  rates  to  points  west  of  Albany  have  all  been 
advanced,  both  bv  the  standard  and  differential  routes. 

Commissioner  Harlan.  What  about  the  eastbound  rates? 

Mr.  McCain.  I  am  not  so  sure  about  that.  Mr.  Morris  can  ex- 
plain that. 

Mr.  BuTTERi'iBLD.  Thev  have  all  been  advanced.  The  exception  is 
the  interior  of  New  England. 

Commissioner  Harlan.  The  witness  has  been  speaking  of  the 
westbound  rates. 

Mr.  BuTTERPiELD.  Ycs;  and  that  is  because  he  deals  with  that 
specialty. 

Commissioner  Clements.  Do  any  of  the  tariffs  that  are  imder 
suspension  and  investigation  here  carry  State  rates — rates  between 
points  within  a  given  State  ? 

Mr.  McCain.  1  think  there  are  some ;  yes,  sir ;  but  I  do  not  know 
to  what  extent. 

Commissioner  Clements.  Is  that  generally  so,  or  are  they  gen- 
erally simply  interstate  rates? 

Mr.  McCain.  The  majority  are  interstate  rates,  but  a  good  many 
tariffs  cover  both. 

Commissioner  Clements.  Did  the  carriers  involved  increase  the 
rates  on  State  movement? 

Mr.  McCain.  Yes,  sir.  They  adjusted  their  local  rates,  whether 
they  were  interstate  or  State. 

Commissioner  Clements.  And  some  of  them  are  carried  in  these 
tariffs  filed  here? 

Mr.  McCain.  Yes. 

Commissioner  Clements.  There  was  a  uniform  increase  on  the 
same  basis  that  you  have  described,  whether  State  or  interstate  ? 

Mr.  McCain.  Yes. 

Commissioner  Clements.  Is  there  anything  with  regard  to  im- 
port or  export  business? 
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Mr.  McCain.  Yes,  sir;  the  import  rates  from  the  Atlantic  sea- 
board were  treated  precisely  the  same  as  the  general  westbound  rates. 

Commissioner  Clements.  How  about  export? 

Mr.  McCain.  Export  rates  have  been  advanced. 

Commissioner  Clements.  On  the  same  basis? 

Mr.  McCain.  Yes.  • 

Mr.  Brandeis.  How  have  you  treated  those  State  rates  which  were 
limited  by  State  statutes  or  by  order  of  a  State  commission  ? 

Mr.  McCain.  I  do  not  know  that  I  can  answer  you  in  detail  on  all 
those  matters.    My  impression  is  that  they  were  all  advanced. 

Mr.  Brandeis.  Regardless  of  the  local  law  or  the  order  of  the 
State  commission  ? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  I  might  say  if  there  are  any  such  rates,  and  I 
do  not  know  that  there  are,  they  have  been  suspended  voluntarily 
since  the  suspension  prescribed  by  the  commission  here,  so  that  they 
are  all  now  imder  suspension. 

Mr.  Patterson.  In  those  States  where  there  is  no  machinery  for 
suspension  of  rates  the  carriers  have  provided  for  the  rates  not  going 
into  effect  until  this  matter  was  settled  by  the  Interstate  Coinmerce 
Commission.    They  are  all  awaiting  this  decision. 

Mr.  Brandeis.  What  disposition  has  been  made  of  those  rates 
which  have  been  prescribed  by  some  order  of  this  commission? 

Mr.  BuTTERFiELD.  The  tarins  have  been  filed  here  with  the  pro- 
posed advance  and  the  commission  has  been  advised  that  there  are 
such  cases.  It  was  understood  that  if  the  question  was  determined  in 
our  favor  a  separate  application  would  be  made  with  respect  to  those 
cases  for  a  modification  of  the  order. 

Mr.  Brandeis.  Are  you  proposing  to  put  in  some  summary  of  that 
addition  in  addition  to  Mr.  McCain's  testimony  showing  precisely 
what  rates  have  been  raised  and  what  rates  have  not,  and  what  the 
limitations  are? 

Mr.  BuTTERFiELD.  No ;  we  are  not.  It  would  be  a  very  voluminous 
publication.  We  will  be  very  glad  to  print  a  summary  of  Mr.  Mc- 
Cain's statement,  which  will  perhaps  be  somewhat  more  elaborate 
than  the  statement  he  is  giving  on  the  stand. 

Mr.  Brandeis.  I  would  be  very  glad  to  have  a  copy  of  that.  Are 
the  anthracite  rates  the  only  rates  which  have  not  been  made  the 
subject  of  the  5  per  cent  advance? 

Mr.  BuTTERFiELD.  As  a  general  proposition  I  think  that  is  so. 

Mr.  Johnson.  For  the  purposes  of  the  record  I  wish  you  would 
state  what  course,  is  contemplated  to  be  followed,  for  example,  in 
connection  with  the  Pittsburgh  district  lake  cargo  rates? 

Mr.  BuTTERFiELD.  Mr.  Large  will  be  called  in  a  few  minutes,  and 
he  will  deal  with  that  situation. 

Mr.  Johnson.  I  thought  we  had  better  get  a  statement  from  coun- 
sel than  from  the  witness. 

Mr.  BuTTERFiELD.  The  proposition  is  an  advance  of  rates  of  5 
cents  a  ton  from  all  districts,  preserving  the  regional  diflFerential, 
and  we  expect,  in  case  the  commission  should  find  as  a  general  propo- 
sition that  we  are  entitled  to  the  advance,  to  ask  the  commission  to 
modify  its  order,  if  there  is  any  order,  affecting  existing  rates. 
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Mr.  Johnson.  That  is,  you  would  propose  to  void  the  order  made 
a  year  or  more  ago  as  to  the  length  of  time  that  order  then  made 
^ould  prevail  or  be  in  eflFect? 

Mr.  feuTTERFiELD.  We  should  ask  the  commission  to  modify  its 
order  to  such  an  extent  as  would  permit  this  advance  so  as  to  preserve 
the  existing  differential  and  existing  competitive  relations. ,  That  is 
our  proposition. 

Commissioner  Clements.  I  have  heard  various  statements  or  sug- 
gestions, from  time  to  time,  since  these  rates  were  filed  as  to  the 
question  of  whether  it  was  a  uniform  5  per  cent  advance,  an  average 
5  per  <^nt  advance,  etc.  I  suppose  your  familiarity  with  this  mattet 
would,  enable  you  to  answer  approximately  as  to  wnat  is  the  greatest 
percentage  of  increase  on  any  commodity. 

Mr.  McCain.  I  have  made  no  computation  as  to  commodities, 
except  roughly,  on  this  statement,  which  I  claim  is  typical  of  rates 
from  the  east  to  the  western  percentage  points ;  that,  Cihicago  and  the 
other  related  points,  there  are  240  advances,  and  whether  it  is  5  per 
cent,  or  a  trine  over  or  a  trifle  under,  I  find  it  is  about  equally  di- 
vided as  to  those  over  5  per  cent  and  those  under  5  per  cent.  The 
variation  in  the  majority  of  cases  is  very  small.  This  is  riot  very 
representative  of  the  actual  result.  As  I  contend,  the  only  way  that 
you  could  get  a  fair  and  satisfactory  result  to  show  the  eflFect  of  these 
variations  would  be  to  take  the  tonnage  movement  and  apply  the  old 
rate -to  that  tonnage  as  well  as  the  new  rate  to  see  what  the  eflFect  is. 

Commissioner  Clements.  Do  the  240  imits  or  differences  that 
you  mention  relate  to  commodities? 

Mr.  McCain.  No,  sir;  only  to  classes. 

Mr.  Brandeis.  What  is  the  largest  percentage,  and  what  is  the 
smallest  percentage? 

Commissioner  Clements.  It  has  been  stated  in  some  roundabout 
way  that  some  of  those  advances  amounted  to  40  per  cent.  Do  you 
know  about  that? 

Mr.  McCain.  I  can  conceive  how  that  is  possible.  If  you  take  ac 
small  rate  per  ton  and  put  5  cents  on  it,  our  minimum,  you  will  get 
40  per  cent  advance. 

Commissioner  Clements.  Take  a  short  haul  per  ton  rate,  which 
would  be  15  cents,  and  add  5  cents  to  that 

Mr.  McCain.  Yes,  sir ;  that  would  happen. 

Commissioner  Clements.  Is  it  likely  there  are  many  instances  of 
that  sort? 

Mr.  McCain.  I  think  not;  and  where  they  are,  the  traflic  is  very 
small.  I  would  like  to  be  in  a  position  to  show  what  these  figures 
mean  in  the  average,  but  my  own  feeling  is,  taking  the  merchandise 
traffic  as  a  whole,  that  no  computation  we  could  make  would  be 
better  to  preserve  our  rate  scheme;  that  we  are  as  close  to  5  per  cent 
under  this  method  as  it  would  be  possible  to  get  under  any  method. 
Mr.  Lyon.  There  is  nothing  less  than  5  per  cent.  That  is  settled. 
Mr.  McCain.  Yes  there  is. 

Mr.  BuTTERFiELD.  There  are  plenty  of  them  less  than  that.    Le  me 
call  your  attention  to  this  table  which  you  hold  in  your  hand.    What 
are  the  class  rates  from  the  Syracuse-Rochester  district  to  Cleve- 
land?   Have  you  that  before  you? 
Mr.  McCain.  Yes. 
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Mr.  BuTTERFiELD.  What  was  the  advance  there?  What  is. the  pro- 
posed advance  in  percentage,  first  class? 

Mr.  M(  Cain.  Are  you  referring  to  the  Syracuse-Cleveland  move- 
ment? 

Mr.  BurrERFiELD.  No ;  I  refer  to  the  Syracuse-Rochester  to  Cleve- 
land.   A\^at  is  the  lowest  percentage  advance? 

Mr.  McCain.  8.61  per  cent. 

Mr.  BuTTERFiELD.  Eight  sixty-one  one  hundredths  per  cent? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  What  is  the  percentage  of  advance  in  the  other 
classes?    Just  read  that  second  class. 

Mr.  McCain.  Second  class,  9.68  per  cent;  third  class,  13.48  per 
cent;  fourth  class,  14.38  per  cent;  fifth  class,  12.14  per  cent;  and 
sixth  class,  9.17  per  cent. 

Mr.  BuTTERFiELD.  Can  vou  explain  how  it  happens  that  there  is 
such  a  variation  in  the  different  classes  in  the  percentage  of  advance? 

Mr.  McCain.  That  arises  from  preserving  the  New  York-Chicago 
basis  and  applying  the  71  per  cent  of  the  new  rate.  That  produces 
that  result. 

Mr.  BuTTERFiELD.  In  other  words,  you  have  advanced  the  New 
York-Chicago  rate  to  78.8  first  class? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiELD.  Then  to  get  the  rate  from  New  York  to  Cleve- 
land you  take  the  percentage,  which  we  will  say  is  70  per  cent,  of 
the  New  York-Chicago  rate  to  get  the  rate  from  New  York  to 
Cleveland? 

Mr.  McCain.  Yes,  sir. 

Mr.  BuTTERFiELD.  And  you  take  perhaps  60  per  cent  of  the  rate 
from  New  York  to  Cleveland  to  get  the  rate  from  Rochester  to 
Cleveland? 

Mr.  McCain.  Yes.    I  think  from  Syracuse  it  is  slightly  diflFerent. 

Mr.  BuTTERFiELD.  It  comcs  from  that  method  of  computation? 

Mr.  McCain.  Yes. 

Mr.  BuTTEKFiELD.  In  that  same  group,  or  the  last  group,  in  that 
block,  what  does  W.  M.  S.  P.  T.  mean? 

Mr.  McCain.  Williamsport  and  Cumberland  group  to  Cleveland. 

Mr.  BuTTERFiELD.  What  is  the  advance  in  percentage,  first  class  t 

Mr.  McCain.  4.88. 

Mr.  BuTTERFiELD.  Secoud  class? 

Mr.  McCain.  6.57. 

Mr.  BuTTERFiELD.  Third  class? 

Mr.  McCain.  2.50. 

Mr.  BuTTERFiEi^D.  2^  per  cent  ? 

Mr.  McCain.  Yes. 

Mr.  BuTTERFiEiuD.  And  fourth  class? 

Mr.  McCain.  5.79;  fifth  class,  7.5;  sixth  class,  2.86.  The  rate  from 
Williamsport  to  Cleveland  was  not  increased  5  per  cent.  It  was  ar- 
rived through  our  percentage  method  of  constructing  rates,  and  that 
is  the  result  of  the  percentage  advance  from  Williamsport  to  Cleve- 
land. 

Mr.  BuTTERFiELD.  In  other  words,  there  was  the  option  of  abolish- 
ing all  the  existing  percentage  groups  and  formulae,  by  which  traffic 
men  generally  and  shippers  know  what  the  rates  are  between  points 
when  they  get  the  basing  rate  from  New  York  to  Chicago ;  they  had 
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the  option  of  abolishing  that  altogether  or  preserving  it;  they  did 
preserve  it,  and  it  results  in  these  variations  in  tne  percentage 
advance. 

Commissioner  Clements.  Have  you  made  any  calculation  as  to 
what  ^would  be  the  net,  final,  or  gross  result  on  the  basis  of  last 
year's  business,  or  any  other  basis  ? 

Mr.  McCain.  I  have  not.  I  have  not  the  facilities  in  my  oflBce  to 
do  that.  All  I  could  do  would  be  to  make  a  very  general  calculation 
on  the  competitive  traflBc  moving  from  the  seaboard  to  the  west,  and 
that  Tvould  by  no  means  cover  the  entire  traffic.  To  get  what  you 
have  in  mind,  it  would  seem  to  me  to  be  necessary  to  apply  the  old 
rates  to  all  the  traffic  that  has  been  affected  by  the  new  rates  to  get 
the  difference. 

Commissioner  Clements.  You  know  how  far  you  have  gone. 
Have  you  made  an  approximate  estimate? 

Mr.  "McCain.  I  have  made  one  or  two  calculations  on  some  com- 
modities to  see  the  effect  of  it  where  the  traffic  goes  to  certain  points 
in  the  west,  a  percentage  group,  by  applying  the  old  and  new  rates, 
and  I  found  in  one  instance  that  the  average  came  out  5.8  per  cent  on 
quite  a  large  amoimt  of  traffic.  That  was  simply  a  test.  My  own 
view  is  that  our  method  is  as  near  a  5  per  cent  basis  as  it  is  possible 
to  reach. 

Commissioner  Clements.  You  have  no  idea  what  gross  sum  it 
would  produce. 

Mr.  McCain.  I  have  not ;  no,  sir. 

Mr.  Bctterfteld.  We  have  estimated  that  if  you  compute  5  per 
cent  on  the  gross  freight  revenue  of  the  lines  involved  you  would 
have  a  sum  between  forty  and  fifty  million  dollars.  We  have  no  way 
of  knowing  what  the  exact  amoimt  would  be  by  the  application  of 
these  rates  without  making  the  application  to  the  waybills. 

Mr.  Patterson.  That  gross  revenue  includes  a  great  many  mil- 
lions of  revenue  from  the  anthracite  traffic,  which  is  not  affected  by 
the  increase. 

Mr.  Brandeis.  Have  you  made  any  calculations,  Mr.  Butterfield, 
cm  any  particular  or  specific  commodity? 

Mr.  Butterfield.  On  commodities  or  groups? 

Mr.  Brandeis.  Yes. 

Mr.  Butterfield.  No  ;  we  have  not. 

Mr.  Brandeis.  Not  in  respect  to  freight  moving  between  any  par- 
ticular points?  , 

Mr.  Butterfield.  So  far  as  I  know  no  such  statement  has  been 
made.     That  is  all  we  wish  of  Mr.  McCain. 

Mr.  E.  Morris  was  called  as  a  witness  by  and  on  behalf  of  the 
railroads,  and  being  first  duly  sworn,  testifiea  as  follows : 

Mr-  Butterfield.  Mr.  Morris,  you  are  chairman  of  the  Central 
Freight  Association,  so  called  ? 

Mr.  Morris.  Yes. 

Mr.  Butterfield.  And,  as  such,  have  had  general  supervision  of 
die  preparation  of  the  tariffs,  which  prescribe  the  proposed  advances 
now  under  investigation? 

Mr.  Morris.  I  can  say  we  promulgated  the  announcement  indi- 
vidually made  by  every'  carrier  in  the  territory ;  that  it  was  their 
purpose  to  advance  the  rate  on  a  certain  basis.  ^  .^.^^^  ^  GoOqIc 
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Mr.  BuTTERFiELD.  In  other  words,  through  your  office  the  respec- 
tive carriers  were  advised  what  action  each  carrier  was  to  take. 

Mr.  Morris.  As  an  aggregate  they  considered  the  proposition  and 
they  individually  announced  what  they  were  prepared  to  do.  We 
segregated  their  announcements  and  promulgated  it  in  regular  form. 

Mr.  BuTTERFiELD.  So  that  in  that  capacity  you  have  knowledge 
of  what  has  been  done  ? 

Mr.  Morris.  Yes. 

Mr.  BiriTERFiELD.  I  want  to  speak  first  of  the  disposition  that  was 
made  of  fractions.  Mr.  McCain  has  described  the  practice  with 
reference  to  the  trunk  line  and  westboimd  rates.  Did  you  deal  with 
fractions  in  the  same  way  for  the  classes  ? 

Mr.  Morris.  On  the  classes  and  the  commodities. 

Mr.  BuTTERFiELD.  With  the  exception  of  rates  from  Canada? 

Mr.  Morris.  With  the  exception  of  rates  from  Canada. 

Mr.  BuTTERFiELD.  And  with  respect  to  the  rates  from  Canada  the 
fractions  are  dealt  with  in  this  way,  if  I  understand  it,  twenty-five 
one-himdredths  of  1  cent  is  dropped. 

Mr.  Morris.  Twenty-five  one-nundredths  of  1  cent  and  less  is 
dropped. 

Mr.  BuTTERFiELD.  From  twenty-six  one-hundredths  to  seventy- 
five  one-hundredths  of  1  cent  it  is  treated  as  half  a  cent? 

Mr.  Morris.  Yes. 

Mr.  BuTTERFiELD.  And  decimals  of  seventy-six  one-hundredths  of 
a  cent  and  over  are  treated  as  another  cent? 

Mr.  Morris.  Yes. 

Mr.  BuTTERFiELD.  And  that  applies  only  to  the  rates  from  Canada. 

Mr.  Morris.  To  the  rates  from  Canada  only. 

Mr.  BuTTERFiELD.  I  wiU  ask  you  first  with  reference  to  rates  in 
Central  Freight  Association  territory,  so  called,  but  I  will  ask  you 
to  preface  that  statement  by  a  definition  of  the  boundaries  of  the 
territoiy.  It  would  be  well  to  have  it  in  the  record  here  showing 
how  it  is  to  be  understood  in  this  general  advance. 

Mr.  Morris.  It  includes  rates  applying  within  territory  circum- 
scribed by  a  line  drawn  from  Niagara  Falls  through  Buffalo  and 
south  shore  of  Lake  Erie  to  Toledo ;  thence  via  Detroit  and  St.  Clair 
Rivers  to  Port  Huron,  Mich.;  thence  via  the  western  boundary  of 
Lake  Huron  to  Mackinaw  City,  Mich. ;  thence  via  the  northern  shore 
of  Lake  Michigan  to  Manistique,  Mich. ;  thence  via  the  western  shore 
of  Lake  Michigan,  including  points  located  on  western  Shore  of 
Green  Bay  (Menominee  to  Green  Bay,  inclusive) ;  thence  via  western 
shore  of  Lake  Michigan,  from  Manitowoc  to  the  Illinois- Wisconsin 
State  line  (inchiding  Milwaukee  rate  points) :  thence  via  said  State 
line  to  Mississippi  River;  thence  southwardly  via  west  bank  of  Missis- 
sippi River  to  the  Ohio  River;  thence  eastwardly  via  south  bank  of 
Ohio  River  to  Cincinnati;  thence  via  the  Chesapeake  &  Ohio  Rail- 
way to  Charleston,  W.  Va.;  thence  northward  via  Kanawha  & 
Michigan  Railway  to  the  Ohio  River;  thence  via  south  bank  of  Ohio 
River  to  WTieeling,  W.  Va. ;  thence  via  Baltimore  &  Ohio  Railroad 
to  Pittsburgh,  Pa.;  thence  northwardly  through  Butler  and  Fox- 
burg,  Pa.,  and  the  Allegheny  River  to  Salamanca;  thence  north- 
wardly to  Buffalo,  N.  Y.,  also  including  points  located  on  said  line. 

Mr.  Butterfiei.d.  So  that  territory  you  have  just  bounded  in- 
cludes one  important  area,  namely,  the  north w^estern  part  of  the 
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State  of  Illinois,  which  was  not  included  by  Mr.  Dixon  in  his  de- 
scription of  the  eastern  district. 

Mr.  MoRBis.  Yes. 

Mr.  BuTTERFiELD.  To  begin  with,  when  you  faced  the  problem  of 
prescribing  a  5  per  cent  advance  in  the  rates  within  this  territory 
you  have  just  described,  you  had  in  use  there  what  is  known  roughlv 
as  the  Central  Freight  Association  scale,  a  so-called  yardstick  which 
rate  clerks  used  in  checking  in  rates  between  the  points  in  that  ter- 
ritory.   Is  that  right? 

Mr.  MoRBis.  That  is  commonly  known  as  Central  Freight  Asso- 
ciation mileage  scale.  It  covers  mileages  from  1  to  450  miles.  There 
are  distances  that  exceed  450  miles.  There  are  scales  within  the 
territory  that  vary  from  that  established  scale. 

Mr.  BuTTERFiELD.  Nevertheless,  to  start  with,  you  do  have  what 
you  call  the  Central  Freight  Association  mileage  scale. 

Mr.  Morris.  Yes. 

Mr.  BuTTERFiELD.  And  that  Central  Freight  Association  scale 
specifies  the  rate  for  each  class  which  will  be  applicable  for  the 
various  distances  included  in  it? 

Mr.  MoRRiH.  Yes. 

Mr.  BuTTERFiELD.  And  if  you  decide  that  the  proper  distance 
between  two  points  in  that  territory  is  50  miles,  you  look  at  the 
Central  Freight  Association  scale,  so  called,  and  it  will  give  you  the 
rate  for  each  class  per  hundred  pounds  that  will  be  applicable  be- 
tween those  points? 

Mr.  Morris.  The  scale  is  not  religiouslv  followed. 

Mr.  BUTTERFIJX.D.  I  did  not  ask  you  if  it  is  followed.  I  say  when 
you  decide  that  the  proper  distance  between  two  points  is  50  miles, 
and  that  vou  will  make  a  rate  on  the  50-mile  scale,  then  by  looking 
at  the  scale  you  see  what  those  rates  are.    Is  that  right  ? 

Mr.  Morris.  Yes,  sir. 

Mr.  Brandeis.  Is  it  not  the  conventional  distance? 

Mr.  BuTTERFiELD.  Perhaps  I  should  say  the  conventional  distance 
instead  of  the  proper  distance.  It  is  perfectly  well  understood  that 
where  there  are  competitive  routes  between  the  same  points,  the  dis- 
tances varying  greatly,  there  is  some  average  struck  or  some  com- 
promise made,  as  to  what  mileage  shall  be  adopted,  and  then  the 
rates,  of  course,  are  prescribed  by  all  the  routes  the  same. 

So  the  first  step,  as  I  understand  you,  or  the  first  step  that  I  care 
to  speak  of,  was  the  recomputation  of  the  rate  under  the  so-called 
Central  Freight  Association  mileage  scale. 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiEiiD.  So  that  you  had  a  new  yardstick  which  could 
be  used  in  checking  just  as  the  old  yardstick  has  been  used  in  the 
past? 

Mr.  Morris.  Yes. 

Mr.  BuTTERFiELD.  What  was  the  advance  in  those  rates?  How  was 
that  advance  computed?    Five  per  cent? 

Mr.  Morris.  Rates  of  5}  cents  and  lower  were  advanced  one- 
quarter  of  a  cent.  Rates  in  excess  of  5f  cents  were  advanced  5  per 
cent  with  a  minimum  of  one-quarter  of  a  cent.  We  are  talking  of 
class  rates? 

Mr.  Btjtterfield.  Yes;  of  class  rates. 
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Mr.  Morris.  You  are  giving  exeeptions- 


Mr.  BuTTERFiELD..  Not  at  all.  We  are  dealing  now  with  classes.  I 
am  speaking  now  of  the  preparation  of  this  new  yardstick.  What  you 
have  just  stated  is  substantially  equivalent,  is  it  not,  to  saying  that 
you  have  made  a  5  per  cent  advance  preserving  the  minimum  of  a 
quarter  of  a  cent  a  hundred  in  the  class  rates. 

Mr.  Morris.  Yes. 

Commissioner  Clements.  Does  that  apply  for  a  short  distance, 
where,  for  instance,  the  rate  is  10  cents? 

Mr.  Morris.  Yes. 

Commissioner  Clements.  And  that  would  result  in  what? 

Mr.  Morris.  A  rate  of  7^  cents,  for  instance,  would  be  advanced  5 
per  cent.  A  rate  of  3  cents,  if  we  had  one,  would  be  advanced  5  per 
cent,  with  a  minimum  of  a  quarter  of  a  cent. 

Mr.  Butterfield.  For  example,  a  rate  of  7^  cents,  first  class,  as- 
suming that  the  15-mile  scale  was  used,  would  make  the  proposed 
rate  7.9  cents.  That  is  first  class.  Second  class,  if  the  present  rate 
is  7.5  cents,  the  new  rate  would  be  7.9  cents.  The  same  with  the 
third  class.  With  fourth  class,  with  the  present  rate  of  7  cents, 
the  new  rate  would  be  7.4  cents. 

Commissioner  Clements.  There  would  be  no  fraction  less  than  a 
tenth? 

Mr.  Butterfield.  The  decimal  is  not  carried  beyond  the  first 
point,  except  for  the  purpose  of  determining  whether  it  exceeds  one- 
half.  In  other  words,  in  the  multiplication  they  carry  it  out  two 
points,  and  if  the  second  decimal  equals  or  exceeds  a  half,  it  is  called 
another  tenth.  Now,  Mr.  Morris,  when  you  have, this  new  yard- 
stick prepared  you  have  an  important  step  in  the  business,  and  it  is 
only  a  matter  of  getting  together  the  rate  clerk  in  the  competitive 
territory  and  checking  in  the  rates  which  would  be  applicable  be- 
tween the  various  points,  bearing  in  mind  now  the  ones  1  am  speak- 
ing of. 

Mr.  Morris.  There  was  no  meeting  of  rate  clerks  at  all.  Each 
road,  as  I  say,  individually  announced  what  they  were  prepared  to 
do ;  then  they  made  the  schedule ;  we  promulgate  the  schedule,  and 
each  man  went  home  and  prepared  his  own  tariff. 

Mr.  Butterfield.  Is  it  the  fact  in  the  tariffs  on  file  that  the  rates 
of  all  different  routes  between  the  same  points  are  exactly  the  same? 

Mr.  Morris.  No,  sir. 

Mr.  Butterfield.  If  this  general  advance  is  allowed,  it  will  be 
necessary,  will  it  not,  as  a  practical  proposition  to  correct  those 
variations? 

Mr.  Morris.  There  should  be  uniformity,  and  a  recheck  would  be 
necessary  for  the  purpose. 

Mr.  Butterfield.  Where  there  are  competitive  routes  between  the 
same  points  in  order  that  the  rates  might  be  the  same? 

Mr.  Morris.  Yes. 

Mr.  Butterfield.  Having  established  that  general  principle,  as 
I  imderstand  it,  there  are  certain  exceptions  made  to  it? 

Mr.  Morris.  Yes,  sir. 

Mr.  Butterfield.  The  first  exception  to  which  I  wish  to  call  your 
attention  is  that  where  the  differential  bases  has  been  observed,  rrom 
Youngstown  and  Cleveland.    Just  state  to  the  commission  what  the 
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existing  basis  is  in  class  rates  from  Youngstown  and  Cleveland  to 
points  in  Central  Freight  Association  territory  and  how  the  diflFer- 
ential  was  preserved  under  the  recheck. 

ifr.  Morris.  From  Youngstown  to  points  west  of  Columbus — and 
that  includes  northwest  and  southwest  in  the  territory  described — 
we  made  the  rates  2  cents  less  than  the  rates  from  Pittsburgh,  the 
Pittsburgh  rate  being  advanced  5  per  cent.  From  Cleveland  we 
made  the  rates  2,  2,  2,  and  three  ones  less  than  the  rates  from  Youngs- 
town to  points  west  of  Columbus. 

Mr.  BuTTERFiELD.  And  that  is  preserving  the  existing  differential, 
as  I  imderstand  it. 

Mr.  Morris.  The  same  principle  was  used  in  getting  the  new  rates, 
as  was  followed  in  getting  the  present  rates. 

Mr.  BuTTERFiELD.  So  uiat  having  advanced  the  rate  from  Pitts- 
burgh to  Indianapolis,  for  example,  5  per  cent,  and  advancing  the 
rste  from  Youngstown  to  Indianapolis  2  cents  under  that,  the  per- 
centage advance  from  Youngstown  would  not  be  exactly  5  per  cent. 

Mr.  Morris.  Not  literally  5  per  cent ;  it  may  not  have  been. 

Mr.  BUTTERFIELD.  There  are  cases  where  it  is  exactly. 

Mr.  Morris.  Yes. 

Mr.  Brandeis.  That  is,  the  actual  differential  remains  the  same  in 
cents. 

Mr.  BuTTERFiELD.  In  cents  per  hundred  pounds. 

Mr.  Morris.  That  is  right. 

Mr.  BuTTERFiELD.  The  next  exception  to  which  I  wish  to  call  your 
attention  relates  to  intrastate  rates.  And  by  the  way,  let  us  pause 
at  this  point  in  view  of  the  question  from  the  bench,  and  I  will  ask 
you  to  state  whether  the  rates  intrastate  as  well  as  interstate  have 
aU  been  advanced? 

Mr.  Morris.  The  rates  intrastate  as  well  as  interstate  within  the 
territory  described  have  been  advanced  on  the  basis  mentioned,  ex- 
cept between  points  in  the  lower  peninsula  of  Michigan. 

Mr.  BuTTERFiELD.  That  we  are  just  coming  to. 

Mr.  Morris.  And  some  interstate  rates  affecting  Michigan. 

Mr.  BuTTERFiELD.  State  briefly  what  is  the  situation  in  the  lower 
peninsula  of  Michigan,  which  constitutes  an  exception  to  this  general 
rule. 

Mr.  Morris.  In  the  spring  of  1912  the  Michigan  Railroad  Com- 
mission promulgated  an  order  that  the  rates  in  both  directions  should 
be  the  same.  Prior  to  that  time  there  was  some  dissatisfaction 
between  the  Michigan  lines  as  to  the  adjustment.  The  representa- 
tives of  the  carriers  and  Michigan  commission  held  a  conferencQ, 
and  they  jointly  decided  upon  a  basis  on  which  the  rates  between 
points  in  the  lower  peninsula  of  Michigan  should  be  adjusted  and 
checked  out.  The  carriers  immediately  proceeded  to  check  out  the 
rates,  and  had  the  work  practically  completed  when  the  carriers 
announced  the  undertaking  of  the  5  per  cent  increase. 

Mr.  BuTTERFiELD.  What  was  done  then  with  reference  to  that 
check  in  Michigan?  Has  that  been  embodied  in  the  published 
tariffs? 

Mr.  Morris.  The  check  within  Michigan  has  been  made  a  part  of 
the  general  increase  in  the  tariffs  under  suspension. 

Mr.  BUTTERFIELD.  Although  it  was  prepared  without  reference  to  a 
strict  5  per  cent  advance? 

Mr.  Morris.  Yes,  sir.  C^r^mnio 
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Mr.  BuTTERFiELD.  It  was  prepared  for  the  purpose  of  making  ad- 
justments such  as  you  have  just  described? 

Mr.  Morris.  Entirely  independent  of  the  5  per  cent  increase,  and 
it  would  have  been  put  in  effect  in  the  fall  had  it  not  been  for  the 
projection  of  the  5  per  cent  increase. 

Mr.  BuTTERFiELD.  Then,  as  I  undei-stand  you,  the  recheck  in  Michi- 
gan necessitated  some  changes  in  interstate  rates  where  border  points 
were  involved. 

Mr.  Morris.  Yes,  sir.  The  points  in  Indiana  and  Ohio  were 
readjusted  in  line  with  the  check  in  Michigan,  so  as  to  preserve  the 
long  and  short  haul  clause  and  have  no  lower  rates  interstate  than 
were  checked  in  to  apply  intrastate. 

Mr.  BuTTERFiELD.  You  havc  an  exhibit  prepared,  I  believe,  which 
illustrates  what  the  effect  is  of  what  you  have  just  said.  I  do  not 
care  now  to  refer  to  that.  We  will  have  it  printed,  Mr.  Brandeis, 
and  furnish  you  a  copy  of  it.  It  is  merely  illustrative  of  what  has 
just  been  said. 

Another  exception,  Mr.  Morris,  to  the  general  inile  is  f^und  in  the 
case  of  Paducah,  Ky. ;  Owensboro,  Ky. ;  and  Louisville ;.  state  what 
that  is. 

Mr.  Morris.  The  rates  from  and  to  Louisville,  Owensboro,  Hen- 
derson, and  Paducah,  Ky.,  were  made  subject  to  established  arbi- 
traries  in  excess  of  the  rates  on  the  advanced  basis  from  and  to  the 
opposite  Ohio  River  points;  that  is,  Louisville  was  1  cent  over  Jef- 
fersonville,  Owensboro  and  Henderson  were  3^  and  3  cenj^  over 
Evansville,  and  Paducah  was  2  cents  over  Cairo.  That  is  not  vmi- 
f orm ;  it  is  in  certain  sections  of  the  territory. 

Mr.  BuTTERFiELD.  And  those  differentials  have  been  observed? 

Mr.  Morris.  Yes,  sir;  they  apply  in  the  present  rates,  and  also 
continue  under  the  new  adjustment. 

Mr.  BuTTERFiELD.  Another  exception  is  relative  to  rates  between 
the  western  termini  of  trunk  lines — Buffalo,  for  example — and  points 
in  the  Central  Freight  Association  territory  taking  100  per  cent  of 
the  Chicago-New  York  rate  or  over.     What  was  the  exception  there  ? 

Mr.  Morris.  The  rates,  taking  from  points  in  Central  Freight 
Association  and  to  points  in  Central  Freight  Association  territory, 
also  including  Illinois  and  Mississippi  River  prorating  points,  are 
made  upon  a  percentage  of  the  New  York  rate,  and  that  percentage 
adjustment,  or  percentage  of  the  New  York  rate,  was  effective  under 
the  new  basis  as  well  as  under  the  present. 

Mr.  BuTTERFiELD.  I  am  not  sure  that  you  understood  my  question, 
gr  else  I  did  not  understand  you.  I  am  speaking  now  oi  the  rates 
between  the  western  termini  of  the  trunk  lines  and  points  in  Central 
Freight  Association  territory  taking  100  per  cent  or  higher ;  for  ex- 
ample, Buffalo  or  Salamanca  to  Peoria ;  was  there  not  an  exception 
there  ? 

Mr.  Morris.  Those  rates  were  made — that  is,  between  points  tak- 
ing 100  per  cent  and  higher  and  Buffalo  and  Pittsburgh  and  other 
western  termini  points — on  a  percentage  of  the  eastbound  rates  to 
New  York  from  those  points. 

Mr.  BuTTERFiELD.  And  you  distinguish  there  between  the  east- 
bound  rate  and  the  westbound  rate. 

Mr.  Morris.  Yes.  sir. 
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Mr.  BuTTERFiEi.D.  And  make  the  rates  the  same  in  both  directions! 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  Now,  pass  from  the  rates  within  the  territory 
to  class  rates  between  points  in  the  territory  and  the  Northwest — for 
example,  to  and  from  which  joint  rates  are  involved.  What  was 
done  with  those  rates? 

Mr.  Morris.  Those  rates  were  advanced  the  same  amount  as  the 
rates  between  Pittsburgh  and  Chicago  were  increased,  because  the 
rates  between  Pittsburgh  and  Chicago  were  the  basis  for  the  present 
rates. 

Mr.  BuTTERFiELD.  That  applies  between  the  points  east  of  the  In- 
diana and  Illinois  State  line? 

Mr.  Morris;  Yes,  sir. 

Mr.  BuTTERFiELD.  And  the  Northwest,  an  illustration  of  which 
would  be  the  Twin  Cities. 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  If  the  rate  from  Pittsburgh  to  Chicago  was  ad- 
vanced 2.3  cents  first  class,  the  rate  from  Pittsburgh  to  ifinneapolis 
would  be  advanced  2.9  cents  first  class? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  In  other  words,  the  rate  to  the  Twin  Cities  was 
advanced  to  the  same  extent  that  the  rate  was  within  the  territory 
which  you  have  described  ? 

Mr.  Morris.  From  Pittsburgh  to  Chicago; 

Mr.  BuTTERFiEti>.  From  Pittsburgh  to  Chicago? 

Mr.  Morris.  Yes;  and  in  the  opposite  direction  the  same  principle 
was  followed. 

Mr.  BuTTERFiELD.  So  that  there  again  there  would  be  a  departure 
from  the  strict  or  literal  5  per  cent  advance? 

Mr.  Morris.  Yes,  sir ;  it  might  average  about  2^  per  cent. 

Mr.  BuTTERFiELD.  How  about  rates  to  the'  south?  Say,  for  in- 
stance, Lexington,  Ky. 

Mr.  Morris.  They  were  increased  subject  to  the  established  per- 
centage of  the  advanced  New  York-Lexington  rates. 

Commissioner  Clements.  How  did  that  result?  I  mean,  what 
did  it.  result  in  ?     Was  it  increased  5  per  cent  ? 

Mr.  Morris.  The  rate  from  New  York  to  Lexington  is  78.81,  the 
new  rate.  We  took  60  per  cent  of  that  to  get  the  rate  from  Buffalo 
to  Lexington,  that  being  the  established  rule  for  obtaining  those 
rates.  It  might  be  5  per  cent;  it  might  be  a  little  more  or  a  little 
less,  depending  upon  the  figures  or  the  class. 

Commissioner  Clements.  How  much  more? 

Mr.  Morris.  It  might  be  a  few  tenths  of  a  cent,  or  one-tenth; 
sometimes  it  is  less,  I  think ;  it  depends. 

Mr.  Patterson.  Take  next  the  commodity  rates  between  points 
within  the  territory  that  you  have  described.  As  I  understand,  the 
5  cents  minimum  per  ton  'and  one-quarter  cent  per  hundredweight 
was  observed. 

Mr.  Morris.  Rates  of  $1.15  per  ton  and  less  were  advanced  5  cents 
a  ton ;  rates  in  excess  of  that  were  advanced  5  per  cent  and  made 
to  equalize  with  the  advance  in  class  rates,  so  as  to  have  both  figures 
alike. 
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Mr.  BuTTERFiELD.  There  were  certain  exceptions  to  that.  The  first 
one  I  wish  you  to  refer  to  is  the  so-called  differential  basis  from  east- 
em  and  southern  Ohio. 

Mr.  Morris.  The  rates  from  eastern  and  southern  Ohio  and  a  few 
points  in  Pennsylvania,  taking  the  Youngstown  rates,  to  points  west 
of  Columbus,  were  made  upon  the  existing  differential  below  the  in- 
creased rates  from  Pittsburgh.  In  other  words,  the  present  rule  was 
continued  in  obtaining  those  rates. 

Mr.  BuTTERFiELD.  Those  commodities  upon  which  those  differen- 
lials  were  observed  were  brick  and  items  taking  the  same  rates ;  iron 
and  steel  billets  and  articles  taking  the  same  rates,  and  pig  iron  and 
articles  taking  the  pig-iron  rates. 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  You  have  prepared  an  exhibit  which  we  will 
print  and  submit  to  the  commission  and  to  counsel,  which  will  illus- 
trate the  effect  of  preserving  those  differentials. 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  There  are  a  good  many  commodity  rates  based 
on  a  class  rate;  that  is  to  say,  rates  on  plaster,  for  example,  being  a 
certain  percentage  of  the  sixth  class.  How  have  you  handled  those 
in  this  general  advance? 

Mr.  Morris.  We  have  made  them  on  the  existing  per  cent  of  the 
increased  rates. 

Mr.  BuTTERFiELD.  I  wiU  ucxt  ask  you  to  refer  to  grain  rates — first 
to  the  reshipping  rates  on  grain  and  grain  products  coming  from 
west  of  the  Mississippi  River  territory.  How  were  those  rates  dealt 
with? 

Mr.  Morris.  The  rates  from  East  St.  Louis  to  the  territory  de- 
scribed, located  east  of  the  Indiana-Illinois  State  line,  are  the  base 
rates,  and  they  were  advanced  5  per  cent ;  and  the  rates  from  Peoria 
to  Chicago  were  established  on  the  existing  differences  below  the  in- 
creased rates  from  East  St.  Louis. 

Mr.  BuTTERFiELD.  The  existing  differences  in  cents  per  hundred 
pounds? 

Mr.  Morris.  Yes.     Sometimes  there  might  be  no  difference  at  all. 

Mr.  BuTTERFiELD.  How  about  grain  and  grain  products  from  the 
Northwest  ? 

Mr.  Morris.  Those  rates  were  advanced  on  the  basis  of  the  5  per 
cent  increase,  subject  to  the  minimum  named  over  the  rates  from 
Chicago,  and  the  rates  from  Peoria  were  established  on  the  exist- 
ing differences  as  compared  with  the  rates  from  Chicago,  the  idea 
being  to  preserve  the  present  relation. 

Mr.  BuTTERFiELD.  The  rates  on  grain  and  grain  products  from 
points  in  the  territory  described,  located  east  of  the  Illinois  and 
Indiana  State  line  and  Lake  Michigan  to  points  in  the  territory: 
how  were  they  dealt  with  ? 

Mr.  Morris.  They  were  advanced  5  per  cent,  subject  to  the  mini- 
mum of  one-quarter  of  a  cent,  the  same  as  the  others. 

Mr.  BuTTERFiELD.  Why  was  the  advance  confined  to  points  easi 
of  the  Illinois-Indiana  State  line? 

Mr.  Morris.  Because  last  year  the  carriers  filed  tariffs  providing 
for  an  increase  of  1  cent,  or  approximatelj^  1  cent,  from  points  in 
Illinois  and  on  the  Mississippi  River  to  points  east  of  the  Illinois- 
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Indiana  State  line;  and  those  rates  are  under  suspension  through 
the  action  of  the  commission. 

Mr.  BuTTERFEELD.  So  it  is  hoped  they  will  take  their  course  with 
this  general  advance? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiEU).  Ecfcr  now  to  the  by-products  of  grain  from 
Giicago  and  Milwaukee  rate  points  to  points  east  of  the  Indiana- 
Illinois  State  line.    What  was  done  with  those? 

Mr.  Morris.  They  were  advanced  5  per  cent,  subject  to  the  mini- 
mum of  one-quarter  of  a  cent  per  hundred  pounds,  and  the  rates 
to  the  western  termini  of  eastern  tnmk  lines  from  points  west  of 
Chicago  were  advanced  on  the  established  arbitraries  over  the  rates 
from  Chicago. 

Mr.  Bxjtterfield.  And  there,  again,  why  did  you  make  an  excep- 
tion in  favor  of  points  west  of  the  Illinois-Indiana  State  line? 

Mr.  Morris.  Because  last  year  the  carriers  also  filed  tariffs  pro- 
viding for  increased  rates  on  these  commodities  from  points  west  of 
flie  itlinois-Indiana  State  line,  and  those  rates  are  unaer  suspension 
by  the  Interstate  Commerce  Commission. 

Mr.  Bxjtterfield.  Take  up  next  commodities  between  points  in  the 
territory  and  points  in  the  Northwest  where  joint  through  rates  are 
in  effect  to  points  east  of  Chicago.  There,  I  understand,  the  advance 
was  made  to  the  same  extent  that  the  advance  was  made  in  the 
territory. 

Mr.  Howard.  Yes,  sir;  that  is,  the  advance  between  Chicago  and 
the  points  in  Central  Freight  Association  territory  east  thereof  was 
on  the  basis  for  the  advance  in  the  joint  through  rates  between  the 
Horthwest  and  points  in  Central  Freight  Association  territory  east 
of  the  Illinois-Indiana  State  line. 

Mr.  BuTTERFiELD.  For  example,  the  rate  on  vehicles  from  In- 
dianapolis to  St.  Paul,  if  there  is  a  joint  through  rate,  the  through 
rate  would  be  advanced  to  the  same  extent  that  the  rate  on  vehicles 
was  advanced  from  Indianapolis  to  Chicago;  is  that  right? 

Mr.  Morris.  Yes,  sir. 

Mr.  BxTTTERFiELD.  So  that  the  advance  on  the  through  rate  would 
not  be  5  per  cent,  probably,  in  many  cases? 

Mr.  Morris.  No,  sir. 

Mr.  Bxjtterfield.  Was  the  same  general  principle  followed  in  re- 
sped  to  rates  made  on  combination? 

Mr.  MoRBis.  Yes,  sir. 

Mr.  Butterfield.  The  advance  is  confined  to  that  portion  of  the 
rate  in  the  territory  you  describe? 

Mr.  Morris.  Yes,  sir.  The  combination  rates  were  advanced  to 
the  extent  the  factors  would  be  advanced  under  the  general  increase. 

Mr.  Buttertield.  Take  up  next  the  rail  and  lake  class  rates  from 
points  in  western  New  York  and  Pennsylvania,  Ohio,  Indiana,  etc., 
to  points  on  Lake  Huron,  Lake  Superior,  Michigan  ports,  St.  Paul, 
ana  points  in  Minnesota. 

Mr.  Morris.  They  were  sent  subject  to  the  usual  basis  used  for 
making  those  rates.  That  is,  the  combination  of  locals  on  Lake  Erie 
ports  was  one  factor :  the  Baltimore  rates  as  a  maximum  was  another 
itctor.  The  general  adjustment  on  points  in  the  interior  section 
of  the  territory  was  followed,  and  in  cases  where  differentials  were 
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employed  to  get  the  present  rates  they  were  also  employed  in  the  new 
adjustment. 

Commissioner  Harlan.  Did  you  change  your  port-to-port  rates < 

Mr.  Morris.  The  rates  were  advanced :  yes,  sir. 

Mr.  Patterson.  That  is  to  say,  from  Cleveland  to  Duluth? 

Mr.  Morris.  Yes,  sir. 

Mr.  Brandeis.  Advanced  in  the  same  proportions  as  the  rail  and 
lake? 

Mr.  Morris.  Five  per  cent — that  is  what  I  mean.  The  combina- 
tion of  locals  was  one  factor;  the  Baltimore  rates  as  maxima  was 
another;  the  usual  adjustment  in  the  territory  was  the  third  factor; 
and  the  differentials  employed,  wherever  necessary,  was  the  fourth. 

Mr.  BuTTERFiELD.  Take  up  the  next  rates  on  classes  from  Central 
Freight  Association  territory  to  trunk-line  territory.  As  I  under- 
stand it  there  the  same  advance  was  made  as  in  this  Mr.  McCain 
described  westbound? 

Mr.  Morris.  Yes,  sir.  The  basing  rate  from  Chicago  to  New 
York  was  advanced  5  per  cent;  the  rates  from  all  the  other  per- 
centage points  in  the  territory  were  made  on  the  established  per- 
centage of  the  New  York  advanced  ratefe.  The  rates  to  the  interior 
points  in  trunk-line  territory  were  made  on  the  established  per- 
centage of  the  advanced  rates  from  the  points  of  origin  to  New 
York,  and  the  rates  to  the  Atlantic  seaboara  territory  were  advanced 
the  usual  differentials  above  or  below  the  advanced  rates  to  New 
York. 

Mr.  BuTTERFiELD.  In  the  case  of  the  eastbound  rates,  the  rates  from 
Chicago  to  Boston  are  higher  than  the  rates  from  Chicago  to  New 
York,  whereas  westbound  the  rates  from  Boston  to  Chicago  and 
New  York  to  Chicago  are  the  same? 

Mr.  Morris.  That  being  the  present  condition,  toa 

Mr.  BuTTERFiELD.  You  obscrvcd  those  same  differentials  in  cents 
per  hundred  poimds? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  You  havc  prepared  a  number  of  illustrations  of 
the  variation  from  the  5  per  cent  due  to  the  condition  you  have  just 
described  ? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  Thosc  we  will  have  printed  and  furnished  to 
the  commission. 

Take  up  next  the  commodity  rates  from  Central  Freight  Associa- 
tion territory  to  trunk-line  territory. 

Mr.  Morris.  Where  a  basing  rate  was  in  effect  from  Chicago  to 
New  York,  the  basing  rate  was  advanced  5  per  cent,  and  the  rates 
from  all  other  points  in  the  territory  to  all  other  points  east  of  the 
western  termini  of  eastern  trunk  lines  were  advanced  in  the  same 
manner  as  I  have  just  stated  for  the  class  rates.  Where  a  basing 
rate  did  not  exist  from  Chicago  and  there  was  a  commodity  rate 
from  an  interior  point,  the  rate  from  the  interior  point  to  New  York 
was  advanced  5  per  cent  and  the  rates  to  the  other  eastern  points 
were  obtained  under  the  usual  rule. 

Mr.  BuTTERFiELD.  You  havc  also  prepared  some  illustrations  of 
the  variation  there? 

Mr.  Morris.  Yes.  sir. 
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Mr.  BuTTBRFiELD.  Which,  gentlemen,  we  will  print  and  furnish. 

Refer,  if  you  will,  to  the  rates  on  iron  and  steel  from  Cleveland 
and  Youngstown  and  related  points. 

Mr.  Morris.  From  Youngstown  to  points  east  of  BuflFalo  and  Pitts- 
burgh the  rates  on  manuiactured  iron  and  steel  articles  to  points 
east  of  Buffalo  and  Pittsburgh  are  made  2  cents  per  hundred  pounds 
oyer  the  rates  from  Pittsburgh  to  New  York  City.  The  rates  on 
billets,  pig  iron,  and  articles  taking  the  same  rates,  which  are  rated 
per  gross  ton  or  per  net  ton,  as  the  case  may  be,  were  advanced  40 
cents  per  ton. 

The  rates  from  Cleveland  on  the  same  conmiodities  were  made  8 
eents  a  hundred  pounds,  or  60  cents  per  ton,  over  the  rates  from 
Pittsburgh,  and  the  rates  to  the  other  eastern  points  were  obtained 
in  the  usual  manner — ^that  is,  arbitraries,  or  the  same  rates,  as  the 
case  might  be,  from  Pittsburg. 

Mr.  BuTTERFTELD.  Take  up  next  grain  and  grain  products,  local, 
from  Central  Freight  Association  territory  to  the  East. 

Mr.  Morris.  From  points  east  of  the  Indiana-Illinois  State  line 
to  points  east  of  Buffalo  and  Pittsburgh  the  basing  rate  from  each 
group  to  New  York  was  advanced  1  cent. 

Mr.  BuiTERFiELD.  Per  hundredweight? 

Mr.  Morris.  Per  hundred  poimds;  and  the  rates  to  other  eastern 
points  were  made  subject  to  the  usual  rule;  that  is,  Boston  was  arbi- 
trary over  New  York,  Philadelphia  and  Baltimore  were  arbitraries 
under  New  York,  and  the  interior  points  were  made  on  the  estab- 
lished percentage  of  the  New  York  rate  subject  to  the  recognized 
minimums. 

Mr.  BuTTERFiEiiD.  There  the  advance  was  uniform,  1  cent  per  hun- 
dred pounds,  instead  of  5  per  cent? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  That  is  substantially  5  per  cent,  as  I  under- 
stand it,  of  the  existing  rates  from  points  near  the  Illinois-Indiana 
line? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  Why  was  no  advance  made  from  points  west  of 
the  Indiana-Illinois  line  to  points  in  trunk-line  territory  ? 

Mr.  Morris.  Because  last  spring  the  carriers  filed  tariffs  provid- 
ing for  an  increase  of  1  cent,  or  approximately  1  cent,  from  other 
points  to  that  territory,  and  they  are  under  suspension  now  by  the 
Interstate  Commerce  Commission. 

Mr.  BuTTERFiELD.  What  about  the  reshipping  rates  on  grain? 

Mr.  Morris.  The  reshipping  rates  on  gram  from  Chicago,  Peoria, 
and  St.  Louis  were  advanced  on  the  basis  of  increasing  the  rate  from 
Chicago  to  New  York  5  per  cent,  obtaining  the  rates  to  the  other 
eastern  points  subject  to  the  usual  rule,  and  the  rates  from  Peoria 
and  St.  Louis  were  obtained  by  observing  the  existing  differential 
over  the  rates  from  Chicago. 

Mr.  BuTTERFiELD.  In  cents  per  hundred  pounds? 

Mr.  Morris.  Yes. 

Mr.  BuTTERFiELD.  What  about  the  reshipping  rates  on  grain  prod- 
ucts? 

Mr.  Morris.  They  were  advanced  by  preserving  the  existing  dif- 
ference between  the  grain-products  rates  and  the  advanced  grain 
rates,  which  made  the  same  advance  as  was  made  on  grain. 
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Mr.  BuTTERFiELD.  I  am  not  sure  whether  you  have  dealt  anywhere 
here  with  the  rate,  for  instance,  on  flour.  That  is  well  understood. 
What  was  done  with  the  rate  on  flour  from  Minneapolis  to  New 
York? 

Mr.  Morris.  It  was  advanced  the  same  amount  as  the  reshipping 
rates  from  Chicago  to  New  York  were  advanced. 

Mr.  Brandeis.  The  same  amount  in  cents? 

Mr.  Morris.  The  same  amount  in  cents  per  hundred  pounds. 

Mr.  BuTTERFiELD.  Take  grain  by-products,  domestic. 

Mr.  Morris.  They  were  advanced  subject  to  an  increase  of  1  cent 
per  hundred  pounds  in  the  basing  rate  from  Chicago  to  New  York 
City,  and  the  rates  from  the  other  points  in  the  territory  to  all  the 
other  points  east  of  Buffalo  and  Pittsburgh  were  obtained  subject  to 
the  usual  established  rule. 

Mr.  BuTTERFiELD.  And  there  the  port  differentials  were  observed? 

Mr.  Morris.  The  port  differentials  were  observed  in  all  cases. 

Mr.  BuTTERFiELD.  From  points  taking  100  per  cent  and  over  the 
arbitraries  were  observed  as  you  have  described? 

Mr.  Morris.  The  rates  from  points  taking  100  per  cent  and  over 
were  made  on  the  established  arbitraries  over  the  rates  from  Chicago. 

Mr.  BuTTERFiELD.  How  about  exports? 

Mr.  Morris.  Those  rates  were  advanced  subject  to  an  increase  of 
5  per  cent  in  the  basing  rate  from  Chicago  to  New  York;  the  rates 
to  other  Atlantic  seaboard  ports  were  obtained  under  the  usual  rule. 

Commissioner  Clements.  Before  going  on  with  that,  the  witness 
a  little  while  ago  spoke  of  the  advance  in  rates  of  about  5  per  cent 
from  New  York,  Buffalo,  and  other  points  to  Lexington,  Ky.,  for 
illustration. 

Mr.  BuTTERFiFXD.  Ycs,  your  honor. 

Commissioner  Clements.  To  what  extent,  and  what  governs  the 
extent,  to  which  the  advances  have  been  made  on  shipments  origi- 
nating in  trunk  line  or  Central  Freight  Association  territory  to 
points  of  destination  outside  of  that — in  the  Southeast,  for  instance  ? 

Mr.  Morris.  That  is  under  consideration. 

Commissioner  Clements.  Lexington,  for  instance,  is  in  what 
would  be  called  the  southeastern  territory. 

Mr.  Morris.  The  rates  to  Lexington  in  both  directions  were  ad- 
vanced; Memphis  northbound  was  advanced  to  the  western  termini 
and  the  east;  to  the  southeast  and  other  southern  points  no  advance 
has  yet  been  made,  but  it  is  under  consideration,  and  we  are  expect- 
ing at  an  early  date  to  publish  or  promulgate  what  the  advance 
will  be. 

Conmiissioner  Clements.  Take  a  shipment  which  originates  at 
Chicago.  Commodities  are  classified  and  governed  by  southern  clas- 
sification, in  many  cases,  although  the  point  of  origin  is  in  Central 
Freight  Association  territory — Chicago,  for  illustration,  to  Atlanta 
or  any  other  point  in  the  Southeast.  Have  those  rates  been  affected 
by  these  tariffs  that  have  been  filed  now  ? 

Mr.  Morris.  So  far,  the  advanced-rate  tariffs  have  not  been  filed ; 
but  the  matter  is  imder  consideration,  and  we  are  expecting  daily  to 
announce  what  the  increase  will  be. 

Commissioner  Clements.  So  the  tariffs  now  on  file  do  not  include 
shipments  the  origin  of  which  is  in  trunk-line  or  Central  Freight 
Association  territory  and  the  destination  is  in  the  South  ? 
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Mr.  Morris.  No,  sir;  except  where  the  rates  make  on  Ohio  River 
combinations  or  the  Virginia  cities  combination.  But  there  are  no 
joint  through  rates  in  effect. 

Commissioner  Clements.  Then  they  would  be  affected? 

Mr.  Morris.  To  the  extent  that  they  made  on  the  Ohio  River  or 
the  Virginia  cities — except  where  there  are  joint  through  rates. 

Commissioner  Clements.  Take  the  case  where  there  is  a  combina- 
tion rate — not  a  joint  through  rate  but  a  combination  of  two  or 
more  locals — each  one  of  those  would  be  increased  5  per  cent  ? 

Mr.  Morris.  The  rates  south  of  the  river,  so  far  as  my  knowledge 
goes,  have  not  been  increased  5  per  cent. 

Commissioner  Clements.  TaKe  it  in  Central  Freight  Association 
territory. 

Mr.  Morris.  They  have  been  increased  5  per  cent. 

Commissioner  Clements.  So  if  there  was  a  shipment  that  went 
over — ^not  a  joint  through  route  at  a  joint  rate  but  moved  on  the 
sum  of  two  or  three  locals  or  intermediates — each  one  of  the  locals 
would  be  increased  5  per  cent? 

Mr.  Morris.  Provided  the  locals  were  north  of  the  Ohio  River? 

Commissioner  Clements.  Yes. 

Commissioner  McChord.  You  mentioned  Owensboro  and  Hender- 
son. The  rate  to  Louisville  is  41  cents.  Does  that  Owensboro  and 
Henderson  rate  base  on  Evansville? 

Mr.  Morris.  From  Central  Freight  Association  territory;  yes. 

Commissioner  McChord.  What  is  the  rate  from  East  St.  Louis  to 
Evansville? 

Mr.  Morris.  Forty  cents,  first  class. 

Commissioner  McChord.  Under  these  tariffs,  what  would  be  the 
increase  of  that  40  cents? 

Mr.  Morris.  In  that  case,  on  accoimt  of  the  through  route  which 
the  Louisville  &  Nashville  would  have,  it  may  not  base  on  Evansville ; 
it  might  base  on  the  5  per  cent  increase  over  the  joint  through  rate. 
That  would  be  an  exception.  But  take  Cleveland  and  Toledo,  and 
those  rates  are  made  on  arbitraries  from  Evansville. 

Commissioner  McChord.  It  is  a  joint  through  rate  as  to  East  St* 
Louis,  Owensboro,  and  Henderson? 

Mr.  Morris.  Oh,  yes;  and  so  it  is  from  Cleveland;  but  the  basis 
for  the  rates  is  arbitrary  over  Evansville  from  Cleveland. 

Commissioner  McChord.  And  the  same  thing  as  to  East  St.  Louis? 

Mr.  Morris.  East  St.  Louis,  as  I  say,  on  account  of  the  through 
line  of  the  Louisville  &  Nashville  and  Henderson  route,  they  mi^t 
have  through  joint  rates  which  were  not  based  on  arbitraries  over 
Evansville. 

Mr.  Butterfield.  Another  exception  to  the  general  principle  i^ 
the  case  of  lumber  from  points  in  the  lower  peninsula  of  Michigan  / 
Describe  briefly  that  situation. 

Mr.  Morris.  The  rates  from  points  in  the  lower  peninsula  of 
Michigan  on  lumber  and  other  various  products,  taking  the  same 
rates,  to  points  east  of  Buffalo  and  Pittsburgh,  were  increased  to  the 
extent  that  the  sixth-class  rates  were  increased,  except  that  from 
Frankfort  and  Ludington  and  intermediate  points  the  Milwaukee 
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rixth-class  rates  were  applied  as  maxima.  That  is  the  principle  that 
obtained  in  getting  the  present  rates. 

Mr.  BuTTERFiELD.  Take  commodities  from  the  South;  what  is  the 
situation  there? 

Mr.  Morris.  The  rates  from  Memphis  to  Buffalo,  Pittsburgh,  and 
points  east  of  them  were  advanced  subject  to  established  arbitraries 
over  the  increased  rates  from  St.  Louis,  that  being  the  usual  rule  for 
making  the  rates. 

From  Lexington  they  were  made  on  the  established  percentage  of 
increased  rates  from  Lexington  to  New  York,  that  being  in  accord- 
ance with  the  present  rule. 

Mr.  BuTTERFiELD.  Then,  from  the  Northwest  through  Central 
Freight  Association  territory  to  the  East  that  is  a  matter  that  I 
have  already  referred  to.  I  have  a  memorandum  of  it  here.  There 
the  advance  corresponded  with  the  advance  in  the  territory. 

Mr.  Morris.  The  advance  in  the  rates  made  from  Chicago  to  New 
York. 

Mr.  BuiTERFiELD.  And  the  actual  advance  in  cents  per  hundred 
pounds  on  flour  from  Minneapolis  to  New  York  was  eight-tenths  of 
H  cent? 

Mr.  Morris.  Eight-tenths  of  a  cent ;  yes,  sir. 

Mr.  BuTTERFiELD.  And  the  reason  for  that  was  the  rate-  of  16.7 
from  Chicago  was  advanced  eight-tenths  of  a  cent? 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  How  about  the  rail — lake  and  rail  rates? 

Mr.  Morris.  The  rail,  lake,  and  rail  rates  from  points  in  western 
Indiana  and  Illinois  and  Mississippi  River  territory  were  advanced 
{jubject  to  established  differentials  below  the  advanced  all-rail  rates. 

Mr.  BuTi'ERFiELD.  Take,  for  instance,  the  rate  from  Peoria  to  New 
York  City;  Peoria  takes  110  per  cent  of  the  Chicago-New  York  rate. 
The  Chicago-New  York  rate  has  been  advanced  from  75  cents  first 
class  to  78.8  cents,  and  110  per  cent  of  that  is  86.6  cents;  is  that 

right? 

Mr.  Morris.  86.7. 

Mr.  BuTTERFiELD.  And  the  differential  rail,  lake,  and  rail  under 
till  rail  being  12  cents  first  class,  we  deduct  12  cents  from  86.7  cents 
tind  we  have  74.7. 

Mr.  Morris.  Yes,  sir. 

Mr.  BuTTERFiELD.  Which  is  the  proposed  rate,  rail,  lake,  and  rail, 
prst  class,  from  Peoria  to  New  York  City. 

Mr.  Morris.  Yes,  sir. 

Mr.  Brandeis.  That  is,  the  differential  remains  the  same  in  cents. 

Mr.  BuTTERFiELD.  In  cents  per  hundred  pounds. 

Mr.  Morris.  Yes. 

Mr.  BuTTERFiELD.  And  that  accomplishes  a  departure  from  the  5 
per  cent  advance.  The  same  situation,  generally  speaking,  prevails 
with  reference  to  rail  and  ocean. 

Mr.  Morris.  Bail  and  ocean  rates  remain  subject  to  the  established 
differential  below  the  all-rail  rates  on  the  advanced  basis. 

Mr.  BuTTERFiELD.  I  Will  uot  take  the  time,  if  your  honors  please, 
to  explain  the  changes  to  and  from  Canada.  It  is  along  the  same 
line,  but  I  think  it  is  not  necessary. 
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We  will  have  this  memorandum  of  Mr.  Morris  printed  and  furnish 
it  to  counsel  on  the  other  side.  I  think  that  is  sufficiently  illustrative 
of  the  general  situation. 

You  may  cross-examine,  gentlemen. 
Cross-examination : 

Mr.  Barlow.  Do  you  consider  the  State  of  Illinois  a  part  of  the 
Central  Freight  Association  territory? 

Mr.  Morris.  Our  jurisdiction  would  cover  roads  that  extend  from 
Chicago  to  Peoria  and  out  to  Burlington  over  the  Toledo,  Peoria  & 
Western  and  down  the  Mississippi  River. 

Mr.  Barlow.  Part  of  the  State? 

Mr.  Morris.  Yes. 

Mr.  Barlow.  Do  I  imderstand  that  there  is  to  be  no  advance  in 
the  present  rates  in  the  lower  peninsula  of  Michigan? 

Mr.  Morris.  No,  sir;  that  is  not  right.     You  mean  intrastate? 

Mr.  Barlow.  Intrastate. 

Mr.  Morris.  No,  sir.  There  is  5  per  cent ;  sometimes  it  is  less  and 
sometimes  it  is  greater. 

Mr.  Barlow.  Then  the  local  scale  in  the  State  of  Michigan,  the 
lower  peninsula  of  Michigan,  is  to  be  advanced  5  per  cent  ? 

Mr.  Morris.  Yes,  sir ;  and  sometimes  greater. 

Mr.  Barlow.  I  did  not  so  understand  your  original  testimony. 

Mr.  BuTTERFiELD.  I  doubt  if  Mr.  Morris  understood  you.  If  he 
did,  I  misunderstood  him.  I  understand  Mr.  Barlow  asKS  you  now 
if  the  local  scale  in  Michigan  is  to  be  advanced  5  per  cent.  That  is 
not  true,  is  it? 

Mr.  Morris.  As  I  said,  they  will  not  be  advanced  5  per  cent  liter- 
ally; that  is,  every  figure  advanced  may  not  be  5  per  cent.  They 
may  exceed  5  per  cent;  they  may  be  the  same  as  5  per  cent  or  they 
may  be  less.  It  is  an  adjustment  in  Michigan  entered  into  between 
the  carriers  and  the  Michigan  State  commission. 

Mr.  BuTTERFiELD.  We  will  give  you  a  copy,  when  we  have  this 
printed,  of  the  proposed  new  scale  m  Michigan,  and  that  will  show 
you  how  it  departs  from  the  5  per  cent. 

Mr.  Morris.  It  exceeds  5  per  cent  in  many  cases. 

Mr.  Brandeis.  I  think  Mr.  Morris  has  not  stated  whether  there  is 
any  exception  to  articles  of  commerce,  such  as  the  anthracite  excep- 
tion in  the  eastern  roads. 

Mr.  BuTTERFiELD.  Do  you  know  of  any  exceptions? 

Mr.  Morris.  There  is  not  a  single  exception  in  our  territory;  but 
we  are  not  going  to  speak  of  coal  or  coke  or  iron  ore. 

Mr.  BuTTERFiELD.  No",  we  will  deal  with  that  separately. 

Commissioner  Harlan.  Did  you  say  the  proposed  advance  in 
Michigan  had  been  agreed  to  by  the  State  of  Michigan  ? 

Mr.  Morris.  Th^re  is  a  joint  understanding  between  the  Michigan 
State  commission  and  the  carriers'  representatives  within  Michigan ; 
yes.  sir. 

Commissioner  Harlan.  Has  any  other  State  commission  agreed 
to  a  State  advance? 

Mr.  Morris.  As  I  say,  this  understanding  took  place  before  the 
carriers  projected  the  5  per  cent  increase;  it  took  place  last  spring, 
and  the  carriers  proceeded  upon  that  understanding ;  had  set  out  the 
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tariffs  and  were  about  to  make  them  effective  when  the  5  per  cent; 
increase  came  up,  and  they  dovetailed  those  rates  in  with  the  5  per 
cent  increase. 

Commissioner  Harlan.  Has  any  other  State  taken  such  action? 
That  was  my  question. 

Mr.  Morris.  No,  sir. 

Mr.  Barlow.  Then  I  think  we  understand  each  other.  This  agree- 
ment as  to  the  scale  in  Michigan  was  reached  last  spring. 

Mr.  Morris.  Yes,  sir. 

Mr.  Barlow.  But  there  is  to  be  no  5  per  cent  advance  in  the  scale 
agreed  to  last  spring ;  is  that  it  ? 

Mr.  Morris.  That  is  it.  But  let  it  be  understood  that  in  the  re- 
adjustment in  no  case  were  the  new  rates  to  be  at  a  less  increase  than 
5  per  cent. 

Mr.  Lyon.  Can  you  advance  the  rates  in  Illinois,  Indiana,  and 
Ohio — ^local  rates — without  the  permission  of  the  commission? 

Mr.  Morris.  Why,  I  believe  they  have  the  same  power  to  pass 
upon  them  as  the  Michigan  commission. 

Mr.  Lyon.  I  mean^  do  they  have  to  be  submitted  beforehand? 

Mr.  Morris.  No,  sit.  We  compile  the  tariffs  in  the  usual  form, 
the  same  as  we  did  with  the  Interstate  Commerce  Commission's 
advance. 

Mrl  Lyon.  I  do  not  just  understand  your  function  in  this  matter 
of  issuing  rates ;  what  is  it  ? 

Mr.  Morris.  We  promulgate  the  announcement  made  by  the  indi- 
vidual carriers — a  means  of  distribution  of  what  one  carrier  will 
state  as  to  its  position. 

Mr.  Lyon.  What  is  your  title? 

Mr.  Morris.  Chairman  of  the  Central  Freight  Association. 

Mr.  Lyon.  What  is  that  organization? 

Mr.  Morris.  A  voluntary  organization. 

Mr.  Lyon.  For  what  purpose? 

Mr.  Morris.  To  consider  propositions  of  mutual  interest. 

Mr.  Patterson.  It  is  a  beneficial  association? 

Mr,  Morris.  Yes,  sir. 

Mr.  Lyon.  Who  are  members  of  it? 

Mr.  Morris.  All  carriers  located  within  the  territory  described 
except  those  .north  of  Peoria  and  Burlin^on  and  west  of  Chicago. 

Mr.  Lyon.  As  chairman  of  that  association,  has  it  been  your  ex- 
perience that  when  a  rate  is  to  be  changed  all  the  carriers  that  sub- 
sequently make  effective  such  rate  inform  your  office  of  the  fact  prior 
thereto  ? 

Mr.  Morris.  Some  may  make  their  own  announcements  and  some 
may  not. 

Mr.  Lyon.  I  am  speaking  of  your  experience. 

Mr.  Morris.  That  is  my  experience.  Some  may  announce  what 
they  will  do ;  others  may  not. 

Mr.  Lyon.  Then  in  some  cases  the  carriers,  in  the  matter  of  com- 
petitive rates,  will  advance  the  rate  or  decrease  the  rate  without 
notifying  you? 

Mr.  AloRRis.  Yes,  sir. 

Mr.  Lyon.  Can  you  give  me  any  rate  or  case  where  that  has  oc- 
curred since  your  connection  with  the  association  ? 
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Mr.  Morris.  Yes,  sir ;  they  are  numerous. 

Ml".  Lyon.  Is  it  exceptional  or  general? 

Mr.  Morris.  Exceptional  as  to  what? 

Mr.  Lyon.  Say,  out  of  a  thousand  cases  of  changes  in  rates,  how 
many  are  advanced  without  previously  notifying  your  office? 

Mr.  Morris.  All  carriers? 

Mr.  Lyon.  All  carriers  in  your  association. 

Mr.  Morris.  Why,  I  shoula  say  they  are  about  equal. 

Mr.  Lyon.  About  half  the  rates  in  Central  Freight  Association 
territory — competitive  rates,  I  am  speaking  of — are  changed  with- 
out notifying  your  office? 

Mr.  Morris.  They  may  be  changed ;  and  some  of  the  carriers  inter- 
ested in  that  rate  may  not  announce  that  it  is  their  intention  to 
change  the  rate. 

Mr.  Lyon.  It,  then,  is  something  vou  have  no  information  about 
mtU  you  see  it  published  in  the  tariffs  that  there  has  been  a  change? 

Mr.  Morris.  If  one  road  comes  and  says  that  from  A  to  B  it  will 
make  a  10-cent  rate,  we  promulgate  the  announcement  of  the  road, 
the  information  being  sent  to  every  road  in  the  territory,  and  they 
may  or  may  not  change  their  tariff  upon  that  announcement. 

Mr.  Lyon.  But  do  all  of  them  come  to  you  with  the  information 
that  ttey  intend  to  promulgate  a  rate  from  A  to  B  ? 

Mr-  Morris.  Not  all;  no,  sir. 

Mr.  Lyon.  Substantially  in  all  cases? 

Mr.  Morris.  No  ;  it  is  not  substantially  all. 

Mr.  Lyon.  In  half  of  the  cases,  or  tliree-quarters,  or  99  per  cent? 

Mr.  Morris.  They  vary  with  the  circumstances. 

Mr.  Lyon.  As  to  these  particular  rates  that  have  been  advanced, 
did  thev  all  notify  you  of  what  action  they  will  take? 

Mr.  Morris.  Not  all  of  them  did;  we  promulgated  the  informa- 
tion, and  we  afterwards  ascertained  whether  or  not  they  would  do  it. 

Mr.  Lyon.  What  was  the  result  of  your  ascertainment  ? 

Mr.  Morris.  It  was  practically  a  imanimous  announcement  on  the 
part  of  all  carriers  addressed  that  they  would  file  tariffs  with  the 
comniission  and  publish  rates  subject  to  the  schedule  that  we  pro- 
mulgated. 

Mr.  Lyon.  Then  the  practical  result  has  been  that  they  have  all 
substantially  conformed  to  the  promulgation  which  you  made? 

Mr.  Morris.  Yes,  sir. 

Mr.  Lyon.  That  is  all. 

(Witness  excused.) 

Addition  to  testimony  of  George  M.  Shriver  : 

Mr.  Patterson.  May  it  please  the  commission,  Mr.  Shriver  calls 
my  attention  to  the  fact  that  I  neglected  to  ask  him  to  explain  yester- 
day, in  connection  with  the  36  roads  statement  and  the  combined 
statement  of  the  Baltimore  &  Ohio,  Pennsylvania,  and  New  York 
Central,  that  there  is  a  difference  of  from  $20,000  to  $30,000  in  con- 
nection with  the  expenses  of  the  Pennsylvania  lines,  as  shown  on 
the  property  investment  and  as  shown  on  the  revenue  and  expense 
statement  accounts,  a  difference  due  to  the  fact  that  the  statements 
of  the  Pennsylvania  lines  west  of  Pittsburgh  during  the  same  period 
were  made  up  on  the  basis  of  reports  to  the  Interstate  Commerce 
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Commission,  which  drops  all  amounts  of  less  than  a  thousand  dol- 
lars.   Therefore,  over  a  series  of  years  it  made  this  diflference. 

Subject  to  your  permission,  Mr.  Chairman,  I  will  file  this  letter  of 
Mr.  Shriver,  with  the  accompanying  memorandum,  and  ask  to  have 
them  copied  into  the  record. 

The  (jHAiRMAN.  Verv  well. 

(The  matter  referred  to  is  as  follows:) 

Thf.  Baltimore  &  Ohio  Railroad  Co., 

Baltimore,  Md.,  Noremher  25,  J 913, 
Hon.  George  B.  McGinty, 

Secretary  the  Interstate  Commerce  Commission,  Washington,  D.  C. 
Dear  Sir:  Inadvertently  there  was  omitted  from  the  statements  filed  with 
the  commission,  both  as  to  the  combined  statement  of  the  36  roads  and  the 
combined  statement  of  the  Baltimore  &  Ohio.  Pennsylvania,  and  New  York 
Central,  the  memorandum  explaining  a  slight  diflference  between  the  figures  of 
expense  on  the  income  account  and  the  figures  of  expense  in  the  a<XK)mpanylng 
sheet  of  operating  revenues  and  expenses. 

If  entirely  convenient  and  agreeable,  therefore,  I  would  be  obliged  if  you 
will  have  the  attached  memorandum  applied  to  the  official  copy  and  to  any 
others  that  you  may  have  conveniently  available. 

Yours,  truly.  Geo.  M.  Shriver, 

Second  Vice  President. 

(Following  is  the  memorandmn  attached,  referred  to  above:) 

There  were  differences  in  the  operating  expenses  of  the  Pennsylvania  lines 
east  and  west  as  shown  on  the  property  Investment  and  revenue  and  expense 
statements,  due  to  the  fact  that  items  of  less  than  $1,000  were  omitted  and  led 
to  the  following  discrepancies:  1903,  $27,983;  1904,  $24,136;  1905,  $24,688: 
1906,  $21,855;  1907,  $32,632.  These  discrepancies  are  distributed  in  the  operat- 
ing expense  accounts  at  the  same  ratios  borne  to  total  operating  expenses. 

R.  H.  Large  was  called  as  a  witness  by  the  railroad,  and,  having 
been  first  duly  sworn,  testified  as  follows : 

Direct  examination: 

Mr.  BuTTERFiELD.  Mr.  Large,  you  are  the  general  coal  freight 
agent  of  the  Pennsylvania  Railroad  Co.  ? 

Mr.  Large.  I  am. 

Mr.  BuTTERFiELD.  And  as  such  you  have  knowledge  of  what  has 
been  proposed  with  respect  to  advanced  rates  in  the  pending  inves- 
tigation? 

Mr.  Large.  I  have. 

Mr.  BuTi'ERFiELD.  I  wiU  ask  you  to  state  in  your  own  way  some  of 
the  basic  principles  upon  which  you  worked. 

Mr.  Large.  The  intention  was  to  make  as  nearly  as  possible  a  gen- 
eral 5  per  cent  advance  in  the  rates  on  coal,  coke,  and  ore,  east  and 
north  and  west,  preserving  so  far  as  possible  the  relative  relationship, 
both  regional  and  destinational. 

To  the  east  in  every  instance  the  basic  rate,  with  the  exception  of 
the  tidewater  rate,  was  the  minimum  rate.  To  tidewater  there  are 
four  different  rates.  First,  the  rate  from  the  Clearfield  region,  on 
the  Pennsylvania  Railroad;  the  Austen-Newberg,  Myersdale,  and 
Somerset  regions,  on  the  Baltimore  &  Ohio ;  the  Cumberland  region, 
on  the  Baltimore  &  Ohio  and  Western  Maryland.  To  Philadelphia, 
Baltimore,  and  New  York,  on  coal  destined  outside  the  capes  for 
transshipment  to  the  coastwise  or  export  trade,  the  rate  to  Balti- 
more was  $1.18;  to  Philadelphia,  $1.25;  to  New  York,  to  the  lower 
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Mrts,  $1.55 ;  and  to  the  upper  ports,  $1.60.    The  rate  from  the  New 
River  and  Pocahontas  regions  to  Hampton  Roads  was  $1.40. 

A  straight  5  per  cent  advance  in  the  Philadelphia  and  Baltimore 
rate  would  have  been  6  cents;  a  5  per  cent  advance  in  the  New  York 
apper  harbor  rate  would  have  been  8  cents.  We  added  the  four 
rates  together,  obtained  an  average  rate,  and  made  a  5  per  cent  ad- 
Ttnce  on  that  average,  which  was  equivalent  to  5  per  cent  of  the 
New  River-Pocahontas  rate  to  Hampton  Roads.  In  other  words, 
the  advance  was  7  cents  per  ton. 

That  by  no  means  meant  that  there  was  an  advance  of  5  per  cent 
(Xk  the  tidewater  rate,  because  there  is  a  very  large  voliune  of  coal 
that  moves  from  fields  other  than  those  already  mentioned,  from 
vhich  the  rates  are  on  regional  differentials  above  the  minimmn 
rates.  So  that  it  may  be  said  the  rates  to  tide  on  water-borne  coal 
ire  not  advanced  by  5  per  cent. 

To  New  England  we  took  the  actual  all-rail  rates  and  advanced 
those  rates  a  s&aight  5  per  cent,  reversing  fractional  differences,  or 
dropped  forty-nine  one-nundredths  of  a  cent  and  added  a  cent  for 
fiftv  one-hundredths  of  a  cent  or  over. 

The  rates  from  the  seaboard  cities  of  New  England  on  coal  reach- 
ing the  ports  of  entry  from  southern  ports  by  water  were  advanced 
5  per  cent,  with  the  minimum  of  5  cents  per  ton.  That  minimum 
of  5  cents  per  ton  on  the  inland  rates  from  New  England  ports,  it 
is  thought,  will  equalize  the  loss  of  an  advance  in  the  boat  freights 
from  Hampton  Roads  or  Philadelphia  to  the  ports  of  entry  mto 
Xew  England.    In  other  words,  take  up  the  slack. 

The  adjustment  to-day  is  that  the  all-rail  rates  into  New  Eng- 
Itnd  are  theoretically  equalized— the  rates  from  the  interior  to  the 
Atlantic  seaboard  plus  the  boat  freights  and  the  rates  from  ports 
of  entry  to  the  interior  of  New  England. 

Northboimd  the  rates  to  Roches^r  and  points  west  thereof,  to  and 
including  Buffalo,  as  well  as  rates  into  Canada  via  the  Niagara 
fruitier,  were  advanced  6  cents  per  ton,  that  being  5  per  cent  on 
either  the  minimum  or  maximum  rate,  the  rate  from  the  Reynolds- 
ville  region  being  $1.15  and  from  the  Pittsburgh  district  $1.25. 

The  rates  from  the  Pittsburgh  district  and  other  districts  to  the 
north  bank  of  Lake  Ontario,  via  the  car- ferry  routes,  were  advanced 
to  the  north  bank  of  Lake  Ontario  6  cents  per  ton,  bv  reason  of  the 
6ict  that  those  rates  are  established  to  meet  the  comoination  of  the 
rate  to  Black  Rock  and  the  rail  rates  beyond. 

To  the  lakes  the  rates  from  the  Pittsburgh  district  and  the  Ohio 
district,  being  less  than  $1,  the  minimum  of  5  cents  per  ton,  the  rate 
was  advanced  a  minimum  of  5  cents  per  ton,  making  the  rate  from 
the  Pittsburgh  district  83  cents  and  from  the  Ohio  district  80  cents. 

The  5  cents  increase  was  applied  to  all  the  other  rates;  that  is, 
from  the  New  River  and  Pocahontas  and  Kanawha  districts,  the 
Fairmont  district,  etc.  So  that  the  relative  relationship  of  the 
rates  between  the  Pittsburgh  district,  the  Ohio  district,  and  the 
West  Virginia  district,  as  has  existed  since  the  order  of  the  com- 
mission in  1912,  is  still  maintained. 

It  will  also  be  observed  that  that  advance,  while  it  is  an  advance 
of  more  than  5  per  cent  of  the  Pittsburgh  and  Ohio  rates,  is  an 
advance  of  less  than  5  per  cent  in  much  of  the  coal  from  West  Vir- 
ginia. 
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On  the  all-rail  rates  to  the  west  the  Pittsburgh  district  was  used 
as  the  basis ;  and  in  that  instance,  to  Chicago  and  a  few  other  places 
where  the  rates  all  rail  from  Ohio  is  on  a  cnfferential  of  25  cents  per 
ton  less,  the  advance  may  be  said  to  be  slightly  more  than  5  per  cent. 

In  the  aggregate,  I  think  it  may  be  safely  said,  so  far  as  the  bitu- 
minous-coal rate  is  concerned,  that  the  total  advance  of  all  the  rates 
can  not  be  said  to  be  more  than  possibly  4  per  cent. 

Mr.  BuTTERFiELD.  I  think  you  made  no  mention  of  the  all-rail 
rate  to  points  in  the  East,  outside  of  New  England,  like  interior  New 
York. 

Mr.  Large.  The  all-rail  rates  to  the  East,  to  New  York  State, 
New  Jersey,  Delaware,  Maryland,  District  of  Columbia,  and  eastern 
Pennsylvania,  were  advanced  a  straight  5  per  cent,  using  the  Clear- 
field-Myersdale  rate  as  the  basing  rate;  that  is,  the  minimum  rate. 
And  in  every  instance  the  regional  diflPerentials  over  and  above  the 
minimum  rates  were  maintained,  which  was  also  true  with  resi>ect 
to  the  Pittsburgh  rates  and  the  New  England  all-rail  rates. 

Mr.  BuTrTERFiELD.  Take  up  the  situation  with  respect  to  anthra- 
cites and  tell  us  what  happened  there. 

Mr.  Large.  The  rates  on  anthracite  coal  to  the  western  termini  of 
trunk  lines  and  west  thereof  were  advanced  a  straight  5  per  cent, 
with  one  exception.  The  rate  to  Chicago,  which  is  $3.50  per  ton, 
which  advanced  5  per  cent,  the  differential  over  and  above  the  rate 
in  effect  at  St.  Louis  and  Peoria,  was  preserved;  so  that  instead  of 
a  rate  of  $4  per  ton  to  St.  Louis  being  advanced  20  cents  per  ton,  it 
was  advanced  18  cents  per  ton. 

With  that  exception  and  other  Mississippi  River  crossings,  where 
the  established  differential  was  maintained,  the  advance  was  on  the 
basis  of  a  straight  5  per  cent  of  the  all-rail  rate  via  Pittsburgh  and 
a  combination  of  5  per  cent  of  the  rate  to  Buffalo  and  the  rates 
published  from  Buffalo  beyond. 

To  the  east  there  was  no  advance  made  in  the  anthracite  region, 
first,  because  they  were  already  the  subject  of  attack  and  a  general 
investigation  on  the  part  of  the  Interstate  Conmierce  Commission; 
secondly,  because  a  very  large  proportion  of  tonnage  is  of  small 
sizes  of  anthracite  coal,  which  must  of  necessity  be  sold  in  competi- 
tion with  bituminous  coal,  and  is  now  sold  at  a  very  considerable 
sum  less  than  cost. 

Mr.  BuTTERFiEiiD.  What  about  coke? 

Mr.  Large.  It  will  be  observed  now  that  in  making  the  5  per  cent 
advance  in  the  coal  rates  we  have  practically,  with  one  minor  ex- 
ception, in  every  instance  used  the  minimum  rate  as  the  basic  rate. 

In  the  coke  rates  we  deviated  from  that  principle.  The  reason 
was  that  the  bulk  of  coke — probably  90  per  cent  of  the  open-hearth 
coke  or  Beehive  coke — used  in  this  territory  is  manufactured  in  the 
Connellsville  region.  We  therefore  used  the  Connellsville  region 
rate  both  east  and  west  and  north  as  the  basic  rate,  and  advanced 
that  rate  a  straight  5  per  cent,  preserving  the  fractional  differences 
referred  to.  That  means  that  probably  the  advance  on  the  coke 
rates  will  be  slightly  more  than  5  per  cent. 

Mr.  Butterfield.  Are  you  prepared  also  to  tell  us  what  was  done 
with  the  rates  on  iron  ore  ? 

Mr.  Large.  The  rates  on  iron  ore  from  Lake  Erie  ports  to  the 
Pittsburgh,  Mahoning,  and   Shenango  Valley  districts,.  Wheeling, 
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etc.,  were  advanced  5  cents  per  ton.  In  other  words,  a  minimum  of 
5  cents,  by  reason  of  the  fact  that  the  existing  rates  are  all  less  than 
a.  The  rate  to  Johnstown  was  likewise  advanced  5  cents  per  ton. 
The  rates  to  the  eastern  furnaces  in  the  Schuylkill,  Lehigh,  and 
Lebanon  Valleys  were  advanced  5  per  cent,  equivalent  to  about  8 
cents  per  ton.  The  rates  on  import  ore  to  the  same  furnaces  were 
advanced  the  minimum  of  5  cents  per  ton. 

Mr.  BuTTERFiEiiD.  What  action  did  you  take  on  these  commodities 
with  reference  to  rates  wholly  within  a  State  ? 

Mr.  Large.  The  intention  was  to  advance  the  rates  wholly  within 
the  State  5  per  cent,  with  a  minimum  of  5  cents  per  ton.  The  tar- 
iffs, however,  were  not  filed  or  published  pending  the  determina- 
tion of  the  Interstate  Commerce  Commission  as  to  whether  or  not 
the  interstate  tariffs  would  be  suspended.  It  was  the  intention, 
however,  that,  were  they  not  suspended,  to  advance  the  local  rates 
within  tne  State  of  Penn^lvania,  as  well  as  within  the  other  States, 
in  the  same  manner  as  the  interstate  rates.  In  fact,  some  of  the 
roads  bad,  I  believe,  sent  out  their  tariffs. 

Mr.  BuTTERFiELD.  You  may  cross-examine. 

Cross-examination : 

Mr.  Brandeis.  Mr.  Butterfield,  I  understand  from  this  witness 
that  the  5  per  cent  increase  was  made  in  New  England  on  the  coal 
rates,  but  Mr.  McCain  has  stated  that  on  the  other  rates  no  5  per 
cent  increase  was  made.  That  was  left  to  the  New  England  investi- 
gation.    Is  that  correct? 

Mr.  Butterfield.  That  is  my  imderstanding  of  the  situation. 

Mr.  Brandeis.  I  would  like  to  have  the  witness  explain,  or  have 
you  bring  out,  Mr.  Butterfield,  whj  that  difference  was  made  with 
respect  to  coal  and  other  commodities. 

Mr.  Large.  Mv  understanding  is — although  I  have  not  examined 
or  seen  the  tarins — that  on  coal  entering  any  port  at  New  England, 
discharged  from  the  vessel,  destined  to  the  interior,  the  rate  was  ad- 
Tanced  5  per  cent,  with  a  minimum  of  5  cents  per  ton. 

I  know,  having  seen  the  tariffs,  that  the  all-rail  rates  from  the 
mines  in  Pennsylvania  on  coal  destined  to  New  England,  have  been 
advanced  a  straight  5  per  cent. 

As  stated  before,  there  is  an  adjustment  between  the  all-rail  rates, 
the  rail  rate  to  the  seaboard  and  the  rail  rate  from  the  seaboard  to 
the  interior,  plus  the  boat  freight. 

It  is  anticipated  that  he  minimum  of  5  cents  will  take  up  that 
shrinkage.  If  it  does  not,  it  will  no  doubt  be  necessary  to  make 
some  slight  adjustment  in  the  all-rail  rate  so  as  to  restore  the  situ- 
ation. 

Mr.  Brandeis.  As  a  matter  of  fact,  most  shipments,  the  great  part 
of  the  shipments — I  mean  in  quantity — are  on  rates  which  are  less 
than  $1  a  ton.  Eighty  cents  is  the  common  rate  to  Lowell,  Law- 
pence,  and  Nashua,  and  various  points;  consequently  the  increase  is 
t)  per  cent  or  more — between  6  and  7  per  cent? 

Mr.  Large.  That  may  be ;  yes. 

Mr.  Brandeis.  Of  course,  a  very  large  part  of  that  shipment  is  on 
independent  charters  from  the  southern  ports,  so  that  it  will  not  be 
in  any  way  subject  to  the  through  rates;  is  that  it? 
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Mr.  Large.  No,  sir;  but  regardless  of  whether  the  inland  move- 
ment made  an  advance  of  6  or  7  per  cent,  the  total  transportation 
charge  on  the  coal  entering  New  England  will  be  materially  less — 
the  increase  in  the  transportation  charge  will  be  materially  less — 
than  5  per  cent. 

Mr.  Brandeis.  Why? 

Mr.  Large.  Because,  first,  we  have  used  the  minimum  rate  on 
which  to  make  the  5  per  cent  advance;  and,  secondlv,  the  all-rail 
rate  is  advanced  only  5  per  cent.  Uultimately  either  the  boat 
freight  or  the  inland  rail  rate  must  equalize  that  difference. 

Mr.  Bran  DEIS.  That  is,  either  the  boat  rate  will  go  up — that  is 
the  thing  that  may  happen. 

Mr.  Large.  It  can  not  go  up. 

Mr.  Brandeis.  Why  not? 

Mr.  Large.  Because  if  the  advance  from  the  port  of  entry  is  more 
than  5  per  cent,  the  boat  freight  from  the  seaboard  can  not  be  ad- 
vanced 5  per  cent  and  maintain  the  existing  relationship. 

Mr.  Brandeis.  I  do  not  care  to  pursue  that  further  at  this  time. 

Mr.  Johnston.  Where  is  your  office? 

Mr.  Large.  Broad  Street  Station,  Philadelphia. 

Mr.  Johnston.  You  are  familiar  with  the  Pittsburgh  district  lake- 
cargo  case  that  you  spoke  of  ? 

Mr.  Large.  Beasonably  so. 

Mr.  Johnston.  Do  you  remember  that  in  that  case  the  commis- 
sion in  the  opinion  handed  down  made  a  comment  about  to  this 
effect,  that  that  rate  might  with  justice  be  reduced  from  88  cents, 
as  then  complained  of,  to  50  cents;  do  you  remember  there  was 
something  of  that  sort? 

Mr.  Large.  I  do  not  recall  the  wording  of  the  decision ;  no. 

Mr.  Johnston.  Well,  in  any  event,  you  do  agree  that  the  coal  you 
get  from  the  Pittsburgh  district  generally  is  very  highly  profitable 
business  to  the  railroads  carrying  coal? 

Mr.  Large.  No  ;  I  do  not  agree  to  that. 

Mr.  Johnston.  You  do  not? 

Mr.  Large.  I  have  no  doubt  it  is  profitable. 

Mr.  Johnston.  You  have  not  any  idea  as  to  the  extent  of  the 
profit  in  that  business? 

Mr.  Large.  I  have  not  any  idea,  and  I  do  not  think  anybody  can 
determine  that. 

Mr.  Johnston.  Do  I  understand  from  you  that  it  is  your  idea  the 
rates  or  tariffs  on  coal  should  be  increased  because  oi  the  lack  of 
profit  in  carrying  the  coal  ? 

Mr.  Large.  Not  necessarily.  My  idea  is  that  if  anv  increase  is 
to  be  obtained  at  all,  it  must  be  made  in  the  coal  and  coke  traffic, 
because  that  traffic  represents  50  per  cent  of  the  gross  tonnage  oi 
the  lines  involved. 

Mr.  Johnston.  Assume  that  there  is  an  unreasonable  or  a  lar^e 
profit;  say  ther  is  a  10  or  20  per  cent  profit  in  carrying  the  coal: 
that  would  not  change  your  views  in  any  respect? 

Mr.  Large.  No.  If  there  is  a  10  or  20  per  cent  profit  in  carrying 
coal,  there  has  been  for  many  years,  and  it  is  on  that  basis  of  rates 
that  the  country  has  grown  and  prospered.  If  those  rates  can  not 
be  maintained  and  the  railroads  are  to  be  continued,  they  either  must 
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be  maintained  or  the  rates  on  all  other  materials  must  be  enormously 
increased. 

Mr.  Johnston.  If  this  profit  should  happen  to  be  50  per  cent  or 
100  per  cent,  you  still  would  add  the  5  per  cent  or  the  5  cents,  would 
you* 

Mr.  Large.  Well,  there  is  a  limit  to  everything. 
Mr.  Johnston.  I  am  asking  you  a  question,  which  I  think  is  a 
fair  one.  The  commission  said  that  50  cents  was  perhaps  a  fair 
rate,  and  the  rate  charged  then  was  88  cents,  or  about  90  per  cent 
more  than  the  commission  said  was  perhaps  right ;  and  the  testimony, 
of  course,  indicated,  to  justify  the  commission  in  making  that  state- 
ment, that  the  cost  was  materially  less  than  50  per  cent.  I  do  not 
think,  therefore,  the  question  I  have  asked  you  is  an  unfair  one  at  all. 
Mr.  Large.  Possibly  not,  if  the  cost  of  service  is  to  be  considered 
as  the  dominating  factor. 

Mr.  Johnston.  Oh,  no.  My  question  will  admit  of  an  answer, 
yes  or  no. 

Mr.  Large.  I  do  not  think  the  78-cent  rate  is  unreasonable,  and 
I  do  not  think  that  it  is  any  concern,  or  serious  concern,  conuner- 
dally,  to  a  coal  producer  in  the  Pittsburgh  district  if  that  rate  is 
advanced  5  cents  per  ton,  provided  all  other  rates  on  lake-cargo  coal 
are  also  advanced  5  cents  per  ton  and  his  relative  relation,  in  so  far 
as  competition  is  concerned,  remains  exactly  as  it  is  to-day. 
Mr.  Johnston.  Will  you  answer  my  question  now? 
Mr.  Large.  What  was  the  Question  ? 

Mr.  Johnston.  Assuming  tnat  this  profit  is  50  per  cent  or  75  per 
cent  or  100  per  cent  to  the  railroad  company,  would  you  still  attempt 
to  justify  an  increase  of  5  per  cent,  or  5  cents,  as  the  case  may  be,  on 
coal  rates? 
Mr.  Large.  Yes,  sir. 

Mr.  Johnston.  From  the  Pittsburgh  district? 
Mr.  Large.  Yes,  sir. 
Mr.  Johnston.  Why? 

Mr.  Large.  Because  if  we  do  not  get  a  5  per  cent  advance  in  the 
coal  rates,  even  though  they  did  yield  such  enormous  profits,  we 
would  have  to  make  a  20  per  cent  advance  or  a  25  per  cent  advance 
in  all  other  rates  to  get  the  return  that  we  are  after. 

Mr.  Johnston.  In  other  words,  you  would  have  to  find  some 
equitable  basis  or  scientific  way  of  asking  rates  that  would  put  the 
coal  where  it  belonged;  is  not  that  about  right? 
Mr.  Large.  Bates  could  not  be  made  on  a  scientific  basis. 
Mr.  Lyon.  I  have  just  one  question.    Do  you  think  that  coal  rates 
can  be  made  on  a  zone  basis — a  group  basis? 
Mr.  Large.  Yes. 

Mr.  Lyon.  Do  you  make  them  on  the  group  basis  in  the  Pitts- 
burgh district? 
1&.  Large.  Yes. 

Mr.  Lyon.  On  coal  destined  westbound  from  the  Pittsburgh  dis- 
trict do  you  make  different  rates  or  the  same  rates? 
Mr.  Large.  The  same  rates. 

Mr.  Lyon.  On  coal  destined  from  identically  the  s  ame  groups, 
eastbound,  do  you  make  the  same  rates  or  different  rates? 
Mr.  Large.  Different  rates  over  the  Pennsylvania  Railroad. 
Mr.  Lyon.  Why  do  you  make  them  different  over  the  Pennsylva- 
nia Railroad?  r^^^^T^ 
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Mr.  Large.  Because  from  certain  mines  the  distance  to  the 
west 

Mr.  Lyon  (interposing).  Why  are  certain  mines  selected  for  the 
preferential  rates  eastbound? 

Mr.  Large.  They  are  not  selected. 

Mr.  Patterson.  You  have  no  right  to  ask  that  question;  there  is 
no- such  statement. 

Mr.  Lyon.  What  question  have  I  not  a  right  to  ask? 

Mr.  Patterson.  Let  us  have  the  last  question  read. 

(The  stenographer  read  as  follows:) 

"Mr.  Lyon.  Why  are  certain  mines  selected  for  the  preferential 
rates  eastbound  ? " 

Mr.  Lyon.  Head  the  preceding  question  and  answer. 

(The  stenographer  read  as  follows:) 

"Mr.  Lyon.  Why  do  you  make  them  different  over  the  Pennsyl- 
vania Eailroad? 

"Mr.  Large.  Because  from  certain  mines  the  distance  to  the 
west " 

Mr.  Patterson.  That  is  as  far  as  he  got.  There  you  interrupted 
his  answer. 

Mr.  Large.  The  distance  from  certain  mines  in  what  is  generally 
termed  the  Pittsburgh  district,  although  not  as  we  term  it  ttie  Pitts- 
burgh district,  the  distance  to  the  ea5  is  materially  less  than  from 
all  other  mines  in  the  Pittsburgh  district;  and  the  distance  from 
those  same  mines  to  the  west  is  less  than  most  of  the  other  mines  in 
the  Pittsburgh  district. 

Therefore  to  the  west  the  rates  are  the  same,  while  to  the  east  the 
rates  are.  15  cents  less,  so  far  as  the  Pennsylvania  Eailroad  is  con- 
cerned. In  other  words,  it  is  nothing  more  than  a  case  of  overlap- 
ping zones.  But  from  the  same  territory  over  other  lines  of  rail- 
roads the  rates  are  the  same  east  as  they  are  west. 

Mr.  Lyon.  That  is  true  over  all  the  railroads  except  the  Pennsyl- 
vania ? 

Mr.  Large.  That  is  true. 

Mr.  Lyon.  Are  the  mines  from  the  Greensburg  district  less  to  the 
east  than  from  the  Westmoreland  district  ? 

Mr.  Large.  Yes. 

Mr.  Lyon.  Are  thev  less  to  the  west? 

Mr.  Large.  Greensburg  is  slightly  more. 

Mr.  Lyon.  And  the  rate  is  the  same? 

Mr.  Large.  To  the  west;  yes. 

Mr.  Lyon.  The  Panhandle  is  west  of  Pittsburgh? 

Mr.  Large.  It  is. 

Mr.  Lyon.  And  the  rates  are  the  same  as  from  Greensburg  and 
Westmoreland  westbound? 

Mr.  Large.  They  are. 

Mr.  Lyon.  Have  you  any  reason  for  that  other  than  you  have 
stated  here,  if  that  be  a  reason  ? 

Mr.  Large.  Well,  so  far  as  the  Greensburg  district  is  concerned, 
it  is  a  very  different  quality  of  coal. 

Mr.  Lyon.  Do  you  make  rates  based  on  the  quality  of  coal  on  the 
Pennsylvania  ? 

Mr.  Large.  We  did  at  one  time. 
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Mr.  Lyon.  Do  you  do  it  now  { 

Mr.  Laroe.  No!^ 

Mr.  Lyon.  Then  why  are  the  rates  less  from  the  Greensburg  dis- 
trict? 

Mr.  Large.  Because  they  have  always  been  less. 

Mr.  Lyon.  They  were  formerly  less  because  of  the  quality  of  coaL 
and  now  they  are  continued  that  way  not  because  of  the  quality  of 
coal  but  because  they  have  always  been  so? 

Mr.  Large.  That  is  it  exactly. 

Mr.  Lyon.  Was  there  any  other  reason  than  the  quality  of  the 
coal? 

Mr.  Large.  Shorter  distance;  very  materially  shorter  distance 
from  the  Pittsburgh  district. 

Mr.  Lyon.  But  in  shipping  westbound  that  distance  applies  just 
as  well  as  the  greater  distance  does  on  nearer  points? 

Mr.  Large.  No,  sir ;  the  distance  westbound  is  the  same  as  the  dis- 
tance from  the  Pittsburgh  district. 

Mr.  Lyon.  You  said  the  distance  from  the  Greensburg  district  was 
the  same  as  from  the  Panhandle  ? 

Mr.  Large.  Not  necessarily  from  the  Panhandle,  but  from  the 
P.  V.  &  C. 

Mr.  Lyon.  What  is  the  P.  V.  &  C.  ? 

Mr.  Large.  The  Monongahela  division  of  the  Pennsylvania  Rail- 
road. 

Mr.  Lyon.  I  am  talking  now  about  the  main  line  of  the  Pennsyl- 
vania. You  have  already  divided  it  into  the  Westmoreland,  the 
Greensburg  and 

Mr.-I-iARGE  (interposing).  I  will  show  you  why  [witness  makes  a 
sketch  on  a  piece  of  paper].  Assuming  that  Pittsburgh  is  located 
at  that  particular  spot  [mdicating],  the  main  line  of  the  Pennsylva- 
nia Hailroad  Co.  runs  east  through  Greensburg;  the  Pittsburgh  dis- 
trict westbound  extends  down  the  Monongahela  River  to  West 
Brownsville,  55  miles;  Latrobe,  or  Greensburg,  is  only  about  45 
miles  from  Pittsburgh.  Therefore,  to  the  west,  the  distance  from 
Westmoreland  region,  as  you  term  it  and  as  I  term  it,  which  is  in 
the  immediate  vicinity  of  Pittsburgh,  is  much  less  than  from  those 
mines  on  the  P.  V.  &  C,  whereas  to  the  east  it  is  75  miles  less. 

Mr.  Lyon.  As  I  understand  your  statement,  you  do  make  the 
kriffs  to  the  east  on  the  distance  basis,  it  being  less  from  Greens- 
burg, etc.,  than  from  the  other  groups  which  have  been  mentioned. 
That*  is  true,  is  it  ? 

Mr.  Large.  All  freight  rates,  to  some  extent,  are  governed  by  dis- 
tance. 

Mr.  Lyon.  I  am  talking  about  rates  on  bituminous  coal  eastbound. 
As  I  understand  your  statement,  you  make  a  15-cent  lower  rate  from 
Greensburg  east  because  Greensburg  has  the  advantage  of  being 
nearer  the  East  than  the  other  mines.     Am  I  correct  in  that? 

Mr.  Large.  That  is  one  reason ;  yes. 

Mr.  Lyon.  What  is  another  reason? 

Mr.  Large.  The  original  reason  was  that  Greensburg  coal  could 
not  be  sold  in  the  East  for  the  same  purposes  as  Pittsburgh  coal  was. 

Mr.  Lyon.  We  have  understood  that.  It  is  just  as  true  now  as  it 
was  then? 
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Mr.  Large.  One  is  used  as  a  steam  coal  in  the  East  and  the  other 
is  used  for  gas-producing  purposes. 

Mr.  Lyon.  In  your  westbound  rates  the  distances  are  the  same 
from  these  groups,  and  therefore  the  rate  is  the  same ;  is  that  right. 

Mr.  Large.  The  situation  reverses  itself.  We  have  never  felt  we 
could  apply  a  higher  rate  to  the  West  for  the  shorter  distance  than 
for  the  longer  distance.  And  it  is  perfectly  reasonable  to  apply  a 
higher  rate  to  the  East  for  a  longer  distance  than  for  a  shorter  dis- 
tance. 

Mr.  Lyon.  Why  is  that?  [Laughter.]  I  do  not  know  what  pro- 
duces the  laughter,  but  maybe  it  is  my  ignorance.  However,  I  un- 
derstood you  to  say  it  was  easy  for  you  to  make  a  rate  to  the  East 
based  on  distance,  but  that  you  could  not  do  so  in  reference  to  the 
rates  to  the  West. 

Mr.  Large.  No,  sir;  I  said  that  the  natural  limit  of  the  Pitts- 
burgh district  was  west  of  Brownsville,  as  the  commission  has  since 
determined  it. 

Mr.  Lyon.  What  commission  has  determined  it? 

Mr.  Large.  This  honorable  body,  in  the  Clyde  Coal  Co.  case: 
that  the  distance  from  those  mines  to  Pittsburgh,  over  the  lines  nm- 
ning  up  the  Valley  of  the  Monoligahela  Eiver,  in  the  case  of  the 
Clyde  mines,  as  I  recall  it,  was  about  65  or  70  miles. 

The  mines  referred  to  by  you  as  in  the  Westmoreland  region  are 
on  the  main  line  of  the  Pennsylvania  Railroad,  and  are  distant  from 
Pittsburgh,  on  an  average,  probably  of  20  miles. 

In  other  words,  they  are  50  miles  nearer  the  West  than  the  pres- 
ent limit  of  the  Pittsburgh  district,  and  they  are  90  miles  nearer  the 
Kast. 

Therefore  we  ne\er  have  felt  that  we  could  justify  a  higher  rate 
west  from  those  mines.  But  it  must  be  perfectly  obvious  that  by 
reason  of  the  lesser  haul  we  can  justify  a  lower  rate  to  the  east. 

Mr.  Lyon.  You  make  a  lower  rate  to  the  east? 

Mr.  Large.  Yes. 

Mr.  Lyon.  I  was  probably  not  as  fully  acquainted  with  the  dis- 
tance as  it  looked  to  be  on  the  map. 

Mr.  Large.  I  am  quoting  those  distances  from  memory;  tjiey  may 
not  be  correct,  but  they  are  approximately  correct. 

Mr.  Lyon.  When  T  have  acqua;inted  myself  better  with  the  dis- 
tances I  may  make  some  further  examination. 

(Witness  excused.) 

Statement  by  O.  E.  Butti-^rfield  relative  to  coal  rate«  from  Indi- 
ana, Ohio,  and  Illinois: 

Mr.  Butterfield.  I  see  it  is  practically  the  time  for  adjournment. 
If  the  conmiission  is  agreeable,  I  can  make  a  very  brief  statement 
which  will  close  this  entire  situation,  and  I  imagine  that  counsel 
will  accept  my  statement. 

AAlth  reference  to  the  coal  rates  from  Indiana,  Ohio,  and  Illinois, 
from  the  Pittsburgh  district  to  points  east,  on  the  Cincinnati,  Ham- 
ilton &  Dayton,  the  increase  was  5  cents  a  ton  to  points  west  of  the 
Cincinnati,  Hamilton  &  Dayton,  and  on  th^  Cincinnati,  Hamilton  & 
Dayton  the  raise  was  5  per  cent.  The  increase  from  the  Ohio  dis- 
tiict  was  the  established  differential  under  the  proposed  Pittsburgh 
rates.  ^  r 
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From  the  mines  in  Indiana  and  Illinois,  generally  speaking,  the 
increase  was  5  cents  per  ton. 

If  any  of  the  comisel  wish  at  a  later  day  to  cross-examine  Mr. 
iBgalls,  who  would  have  testified  to  substantially  that  statement,  he 
will  be  brought  back  here  for  that  purpose. 

I  assume  now  the  commission  wishes  to  adjourn  at  this  point. 

Mr.  Lyon.  Is  the  commission  going  to  adjourn  this  hearing  at 
this  time  until  a  later  date? 

The  Chairman.  That  is  our  intention. 

Mr.  LiYON.  It  was  our  desire  to  be  heard  briefly  on  the  general 
situation.  I  thought  ymi  were  going  to  adjourn  until  to-morrow 
morning. 

The  Chairman.  It  is  not  the  intention  to  hold  any  session  to- 
morrow.    How  much  time  do  you  want?  , 

Mr.  Lyon.  Just  a  few  minutes,  probably  10  minutes;  but  I  can 
pat  it  off  if  the  commission  prefers. 

The  Chairman.  We  have  no  special  choice  in  the  matter,  except 
fhat  we  do  not  want  to  extend  this  hearing  too  long.  We  are  not 
tt  liberty  before  we  get  in  here  t)r  after  we  get  out  of  here  ourselves. 

Mr.  Lyon.  Under  the  circumstances,  as  I  understand  there  is  go- 
ing to  be  an  adjournment  until  a  near  date,  I  will  wait. 

The  Chairman.  It  is  the  purpose  to  adjourn  this  hearing  at  this 
time  until  December  10,  at  10  o'clock  a.  m.,  at  Washington. 

Mr.  Lyon.  Will  those  who  are  opposing  this  increase  be  expected 
to  be  ready  to  proceed  ? 

The  Chairman.  Anybody  who  is  interested  in  the  case  is  at  lib- 
erty to  be  present.  It  is  my  imderstanding  that  the  respondents  will 
have  further  data  which  they  will  be  prepared  to  present  at  that 
time,  and  perhaps,  to  elaborate  some  of  that  which  has  been  pre- 
sented. 

We  shall  expect  the  opponents,  if  there  are  any,  to  be  ready  when- 
ever their  turn  comes. 

Mr.  Lyon.*  We  wanted  to  have  time  to  go  over  the  exhibits  which 
have  been  offered.  They  are  very  voluminous,  and  it  is  only  a  mat- 
ter of  a  couple  of  weeks  before  the  hearingwill  proceed. 

The  Chairbian.  We  will  adjourn  until  December  10,  at  10  o'clock 
a.  m.,  at  this  place. 

(Thereupon,  at  4.35  o'clock  p.  m.,  the  further  hearing  in  this  mat- 
ter, I.  &  S.  Docket  No.  333,  was  adjourned,  to  meet  in  Washington, 
D.  C.,  Wednesday,  December  10, 1913,  at  10  o'clock  a.  m.) 
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Shbiyeb  Exhibit  No.  4. 

Financial  and  operating  ll-year  statements  of  the  various  systems  interested. 

[Presentatioii  by  George  M.  ShriYer.] 

Following  tbe  application  made  In  March,  1913,  by  the  rallroadB  In  official 
claBslficatlon  territory  for  an  Increase  In  freight  rates,  the  committee  of  presi- 
dent appointed  among  others  an  accounting  committee  to  prepare  data  and 
statistics. 

The  committee  appointed  consisted  of  C.  M.  Bunting,  comptroller,  Penn^l> 
vanla  Railroad;  W.  C.  Wlshart,  statistician,  New  York  Central  lines;  W.  H. 
Williams,  third  vice  president,  Delaware  &  Hudson  CJo. ;  C  P.  Crawford,  comp- 
troller, Erie  Railroad ;  and  George  M.  Shrlver,  second  vice  president,  Baltimore 
&  Ohio  Railroad.  This  committee  determined  on  the  data  to  be  secured  and 
the  form  for  presentation,  which  generally  follows  that  used  by  the  commis- 
sion In  Case  I.  C.  C.  3400.  The  committee  arranged  for  the  Bureau  of  Rail- 
way Economics  to  verify,  so  far  as  possible,  and  compile  the  statistics  as  re- 
ceived. It  was  also  arranged  that  the  bureau  prepare  certain  Information  of 
a  general  character  felt  to  have  a  bearing  on  the  tmsportatlon  situation  In 
this  terrlttory. 

SEASON  rOB  SYSTEM  STATEMENT. 

In  report  I.  C.  C.  8400  emphasis  was  placed  on  the  fact  that.  In  the  case 
of  the  larger  lines,  the  systems  in  their  entirety  and  not  individual  roads 
composing  same  should  be  considered.  Consequently  the  committee  arranged 
that  the  reports  be  made  as  systems  so  far  as  possible.  The  reports  of  the 
Individual  roads  or  systems  will  be  filed. 

Individual  statements  will  be  offered  on  behalf  of  the  Pennsylvania  system^ 
the  New  York  Central  system,  and  the  Baltimore  &  Ohio  system,  also  com- 
bined and  individual  statement  from  roads  In  Central  Freight  Association 
territory. 

GENEBAL   STATEMENT  OF  THE   SYSTEMS. 

There  Is  now  filed  a  combined  statement  of  35  roads  and  systems,  the 
mileage  of  which  is  about  80  per  cent  of  the  entire  mileage  in  official  classifi- 
cation territory,  and  includes  also  considerable  mileage  which  extends  beyond 
this  Immediate  territory. 

INCX)ME  ACCOUNT  IN  BELATION  TO  PBOPEBTY  INVESTMENT. 

These  roads  combined  own  53,670  miles  of  line  and  operate  58,275  miles  of 
line. 

The  combined  properety  Investment  at  June  30,  1913,  is  $6,280,571,000,  or 
$117,022  per  mile  of  line,  and  $58,189  per  mile  of  all  trades.  Between  1903 
and  1913  these  roads  added  to  their  property  Investment  $1,980,093,000,  or  an 
Increase  of  46.04  per  cent. 

The  total  operating  revenue,  which  was.  In  1903,  $870,783,000,  rose  to 
$1,424,119,000  in  1913,  an  increase  of  over  $553,000,000,  or  63.54  per  cent 
Taxes  paid  by  these  roads  In  1913  aggregated  $54,494,000,  or  111.44  per  cent 
more  than  was  paid  in  1903.  Operating  expenses,  including  taxes,  hire  of 
equipment,  and  rents.  Increased,  1913  over  1903,  $464,154,000,  or  77.15  per 
cent,  so  that  net  operating  income  increased  only  $85317,000,  or  33.93  per  cent 

Comparing  1913  with  1910,  the  combined  property  Investment  increased 
$659,862,000,  while  operating  revenue  increased  $186,775,000.  Including  taxeSr 
which  Increased  over  $11,580,000,  expenses  increased  more  than  $203,087,000,  bo 
that  net  operating  Income  decreased  $16,311,000,  or  nearly  5  per  cent  In  other 
words,  after  increasing  Investment  11.74  per  cent  and  gross  revenues  18.09 
per  cent,  there  was  no  resultant  Increase  In  net  Income ;  on  the  contrary,  there 
was  realized  $16,311,000  less  net  than  was  earned  before,  over  $650,000,000 
was  added  to  Uie  property  Investment 

The  per  cent  of  return  on  property  investment  was,  for  the  5-year  period  to 
1907,  Inclusive,  5.96  per  cent,  and  for  the  second  5-year  period  to  1912,  inclusive, 
only  5.50  per  cent.  The  average  return  for  the  10-year  period  to  1912,  inclusive, 
was  5.71  per  cent,  and  that  for  1910,  6.28  per  cent,  compared  with  5.23  per 
cent  In  1911,  5.19  per  cent  In  1912,  and  5.36  per  cent  in  1913. 
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It  is  especially  notable  that  whereas  heretofore  in  periods  of  high  operating 
revenues,  the  per  cent  of  return  has  been  highest,  as  in  1907  and  1910,  when  it 
was  6.25  and  6.28,  respectively;  in  1913,  when  the  highest  revenues  in  the 
history  of  this  group  of  roads  were  made,  the  return  was  only  5.36  per  cent. 

The  per  cent  of  return  of  net  corporate  income,  plus  interest  on  total  capital 
obligations,  shows  the  same  general  tendency  downward. 

In  view  of  the  widely  scattered  mileage  and  great  divergence  in  conditions 
in  different  sections  of  the  territory  and  during  the  various  periods,  it  is 
realized  that  no  close  deductions  can  be  made  from  the  combined  figures  of 
these  roads.  It  is  clearly  evident,  however,  that  there  has  been  a  persistent 
narrowing  of  the  margin  between  income  and  outgo. 

KABNINOS  AND  EXPENSES. 

Comparing  1913  with  1903,  operating  revenues  increased  $553,336,000,  or 
68.54  per  cent,  while  operating  expenses  and  taxes  increased  $466,088,000,  or 
76.35  per  cent  The  increase  in  operating  revenues  in  1913  over  1910  was 
$186,775,000,  or  15.09  per  cent,  but  operating  expenses  increased  $189,722,000, 
or  22.79  per  cent 

The  total  increase  in  expenses,  1918  over  1908,  is  distributed  through  the 
several  accounts  as  follows : 


* 

Amount  of 
increase. 

Percent 

of 
increaae 

165,149,000 
125,901,000 
207,827.000 
38,490,000 
28,721,000 

56.46 

MfihitonaiiiM  of  ffquipmoTit 

104.12 

Trnn^qMrtAtiop  ftnd  Irwflftc ....- 

64.59 

General 

144.59 

Tazffi ....... 

111.44 

Total 

466,088,000 

76.36 

The  ratio  of  operating  expenses  to  total  operating  revenues,  which  in  1910 
wap  67.27  per  cent,  was  in  1911  70.71  per  cent  in  1912  7.75  per  cent  and  In 
1918  71.77  per  cent  For  the  5-year  period  to  1907,  inclusive,  the  ratio  was 
67.84  per  cent  and  for  the  5-year  period  to  1912,  69.55  per  cent  The  ratio  for 
the  10-year  period  to  1912,  inclusive,  was  68.78  per  cent  compared  with  71.77 
per  cent  in  1913. 

In  each  of  the  three  years  since  1910  the  total  operating  revenues  were  in 
excess  of  the  1910  figures,  but  in  each  of  those  three  years  net  operating  rev- 
enue and  net  operating  income  were  less  than  in  1910,  so  that  in  this  period 
there  has  been  no  increased  return  whatever  for  the  interest  charges  on  the  new 
capital  which  provided  the  additional  facilities  required  to  handle  the  greater 
volume  of  buslnesa 


Shbiveb  Bxhibit  No*  5. 

ConMned  ll-year  financial  and  operating  statements  of  the  New  York  Central, 
the  Pennsylvania,  and  the  Baltimore  d  Ohio  systems. 

[Presentation  by  George  M.  Shrlver.] 

In  I.  O.  G.  8400  emphasis  was  placed  on  the  fact  that  in  the  case  of  the  larger 
lines  the  systems  in  their  entirety  and  not  the  individual  roads  composing 
same  should  be  considered.  Special  consideration  was  given  by  the  commission 
to  the  results  of  operations  of  the  New  York  Central,  the  Pennsylvania,  and  the 
Baltimore  &  Ohio  systems. 

Statements  will  be  submitted  showing  the  operations  individually  of  the 
systems  named,  and  a  statement  is  now  filed  showing  in  combination  the  result 
of  operations  of  these  three  systems. 

method  of  compilation. 

All  intercorporate  system  ownerships  and  dividends  on  stock  and  interest 
bn  funded  debt,  paid  and  received  for  such  intercorporate  holdings,  have  been 
tiimlnated.  The  figures  shown  therefore  in  all  cases  are  the  results  after  such 
elimination*  ^  t 
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Property  Investment  Is  the  book  value  of  the  railroad  property  used  In  the 
public  service,  the  income  and  expenses  attached  to  which  is  covered  in  the 
operating  income. 

LINES   INCLUDED. 

The  properties  covered  by  the  statements  filed  are  those  owned,  operated, 
and  controlled  by  the  companies  I  have  named.  Some  corporations,  owned 
Jointly  with  others,  principally  terminal  companies,  have  been  excluded. 

These  systems  comprise  28,395  miles  of  operated  road,  and  60,697  miles  of 
all  tracks  operated,  or  about  48  per  cent  and  62  per  cent  of  the  road  and  the 
track  operated,  respectively,  in  the  official  classification  territory.  Their  gross 
operating  revenue  for  the  year  was  $797,362,913,  or  57.53  per  cent  of  the  total 
earnings  of  roads  in  the  territory  under  consideration.  The  property  invest- 
ment of  these  systems  at  June  30,  1913,  aggregated  13,253,431,204. 

ADJUSTMENTS  TO  PLACE  ON  COMPARATIVE  BASIS. 

Effort  has  been  made  to  have  the  statements  on  a  proper  comparative  basis 
throughout  the  period  and  accurate  in  detail. 

Owing  to  changes  in  accounting  regulations  of  the  commission,  particularly 
in  1908,  a  number  of  adjustments  have  been  necessary  to  secure  proper  com- 
parisons, notably: 

1.  Adjustments  to  cover  hire  of  equipment,  car  service,  rents  of  track,  yards 
and  terminals,  and  rents  of  buildings  and  other  property,  have  been  made  in 
years  prior  to  1909  to  agree  with  subsequent  years. 

2.  Insurance  has  been  included  in  general  expenses  for  all  years. 

3.  Work  equipment  repairs,  renewals  and  depreciation  have  been  deducted 
from  maintenance  of  way  and  structures  expenses,  year  1908,  and  added  to 
maintenance  of  equipment  expenses. 

4.  The  "Accounts  equipment  leased,  Cr.,"  and  "Equipment  borrowed,  Dr.,** 
have  been  adjusted  through  expenses  and  income,  year  1908. 

OUTSIDE  OPERATIONS. 

The  accounting  regulations  of  1908  established  the  account  of  "Outside 
operations,"  to  which  were  assigned  certain  earnings,  which  prior  to 
1908  were  included  generally  under  "  Other  transportation  revenue "  and 
certain  expenses  which  were  distributed  to  the  respective  maintenance  and 
operating  accounts.  Owing  to  slight  differences  in  the  method  of  starting  ac- 
counts of  outside  operations  for  that  portion  of  the  10-year  period  prior  to 
1908,  the  comparisons  of  detailed  expenses  are  slightly  inaccurate.  Since  1908 
all  accounts  are  upon  a  uniform  basis  and  the  comparisons  of  the  years 
1910  and  1913  are  exact. 

PERIOD  COVERED  AND  COMPARISONS  MADE. 

When  the  compilations  were  first  undertaken  it  was  on  basis  of  10-year 
period,  1903  to  1912,  inclusive,  and  those  years  were  summarized  in  averages 
for  two  5-year  periods,  ending  1907  and  1912,  respectively,  and  comparisons 
drawn  between  the  two  periods.  An  average  of  the  10-year  period  to  1912 
was  also  made. 

The  operations  of  1912  are  shown  in  comparison  with  the  10-year  average 
referred  to,  and  with  the  year  1910.  Subsequently,  the  figures  for  1913  became 
available,  rendering  possible  a  comparison  of  the  results  of  this  year  with  the 
year  1910,  figures  for  which  were  before  the  commission  and  referred  to 
largely  in  their  report  in  the  case  I.  C.  C  3400. 

SUMMARY  AND   SOME  DEDUCTIONS  THEREIN. 

A  summary  of  the  more  important  figures  and  comparisons  has  been  made 
for  ready  reference.  Some  of  the  significant  facts  shown  therein  will  be  briefly 
referred  to. 

INCREASE  IN  PROPERTY  INVESTMENT. 

The  property  investment,  which  represents  the  book  value  of  the  investment 
in  road  and  equipment,  in  1913  was  $3,253,431,204,  or  a  sum  $1,107,335316 
greater  than  it  was  at  the  close  of  1903,  an  average  increase  of  over  $110,- 
000,000  per  annum.  In  the  three  years  since  1910  the  increase  was  $423,431,094, 
an  average  each  year  of  over  $140,000,000.  ^  . 
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Property  inyestment  per  mile  of  road  rose  from  $81,476  In  1908  to  $119,275 
In  1913,  and  for  all  tracks  from  $44 J61  to  $55,403. 

EXPANSION  OF  TACILITISS. 

In  the  10  years  between  1908  and  1918  these  systems  added  to  their  plaiit 
10J77  miles  of  all  tracks,  of  which  about  1,000  miles  was  first  main  track. 
In  the  three  years  since  1910  the  miles  of  all  track  have  increased  2,801  miles* 
or  5.01  per  cent,  while  the  increase  in  first  main  track  was  but  214  miles* 
showing  that  the  development  in  this  period  has  been  intensive  in  character. 

Statements  will  be  submitted  showing  that  these  systems,  in  conmion  with 
other  lines  in  this  territory,  have  added  greatly  to  their  equipment,  shown  by 
a  large  increase  in  aggregate  tractive  power  of  locomotives  and  aggregate  carry- 
ing capacity  of  cars. 

INCREASE  IN  BUSINESS. 

Ck>incident  with  this  expansion  of  facilities  and  large  increase  in  property 
investment  to  which  I  have  referred,  there  has  been  a  notable  increase  in 
business. 

The  number  of  tons  carried  1  mile,  which  in  1903  was  55,184,587,820,  had  in 
1913  reached  the  total  of  91,638,907,564,  an  increase  of  36,504.319,744,  or  66.21 
per  cait,  while  passengers  1  mile  showed  an  increase  of  55.80  per  cent.  Ck)m- 
paring  1913  with  1910,  there  was  an  increase  in  passengers  carried  1  mile  of 
12.99  per  cent,  and  an  increase  in  tons  carried  1  mile  of  17.03  per  cent. 

In  the  period,  1903-1913,  gross  earnings  rose  from  $488,143,821  to  $797,362,913, 
the  earnings  for  the  year  1913  being  the  greatest  in  the  history  of  these  lines, 
an  increase  of  $809,219,092  over  1903,  and  of  $109,380,362  over  1910. 

NET  OPERATING  INCOME  IN  RELATION  TO  PROPERTT  INVESTMENT. 

The  net  operating  income,  which  In  1903  was  $133,852,650,  and  in  1910  reached 
$181,479,024,  was  in  1918  only  $173,098,314,  an  increase  over  the  year  1903  of 
$89,745,664,  but  actuaUy  $8,880,710  less  than  it  was  in  1910. 

While  the  property  investment  in  1913  increased  $1,107,885,816  over  1908, 
or  51.60  per  cent,  and  the  business  handled,  as  refiected  in  the  gross  earnings, 
increased  by  $309,219,092,  or  68.35  per  cent,  the  net  operating  income  increased 
$89,845,664,  or  only  29.80  per  cent  In  other  words,  the  increase  of  net  oper- 
ating Income  represented  a  return  on  the  new  investm^it  of  3.59  per  cent  only. 

Comparing  1913  with  1910,  the  property  investment  increased  $428,431,094, 
or  14.96  per  cent,  the  operating  revenue  increased  $109,380,362,  or  15.90  per  cent, 
while  net  operating  income  shows  a  decrease  of  $8,380,710.  That  is  with  an 
increase  of  14.96  per  cent  in  property  investment  and  15.90  per  cent  in  oper- 
ating revenue ;  there  was  an  actual  decrease  in  net  operating  income  of  nearly 
$8,500,000,  not  merely  was  there  no  net  to  meet  the  new  capital,  but  there  was 
an  absolute  shrinkage  of  already  existing  net  income. 

This  decreasing  return  on  property  investment  is  again  clearly  refiected  in 
the  line  showing  "Per  cent  on  property  investment"  The  rate  of  return, 
which  in  1903  was  6.21  per  cent,  and  in  1910,  6.41  per  cent,  had  in  1918  fallen 
to  5.32  per  cent  It  is  also  noted  that  whereas  in  the  first  period  of  five  years 
(1908-1913),  inclusive,  this  return  had  been  6.11  per  cent;  for  the  second  period 
of  five  years  (1908-1912)  it  was  5.57  per  cent.  It  is  further  notable  that 
whereas  normally  in  periods  of  high  gross  earnings  the  rate  of  return  on 
property  investment  rises,  as  was  the  case  in  1910,  on  the  upturn  in  1918,  while 
the  gross  revenue  increased  15.90  per  cent  over  1910,  the  rate  of  return  in 
1918  dropped  17  per  cent. 

Particular  emphasis  is  given  this  net  operating  income  in  relation  to  the 
property  investment  for  the  reason  that  it  shows  the  net  result  to  the  carriers 
from  the  operation  of  the  particular  property  represented  by  the  property 
investment  account  as  distinguished  from  a  return  on  capital  obligations,  which 
in  some  instances  cover  properties  or  investments  not  necessarily  associated 
with  the  rail  operations. 

NET  CORPORATE  INCOME  IN   RELATION   TO  CAPITAL  OBLIGATIONS. 

The  total  combined  capital  obligations  of  the  three  systems  outstanding  in 
the  hands  of  the  public  rose  from  $2,058,000,000  in  1903,  in  round  figures,  to 
over  $3,116,000,000  in  1913.  Comparing  1913  with  1903,  the  increase  in  capital 
obligatlonB  is  51.40  per  cent,  and  the  increase  in  property  investment,  51.60 
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per  cent.  The  net  corporate  income  (plus  interest  on  funded  debt),  that  Is  the 
total  fund  available  to  pay  interest  and  dividends  on  existing  capital,  to 
furnish  a  margin  of  safety  for  that  capital  and  a  basis  of  credit  for  raising 
new  capital,  was  in  1903  equal  to  6.76  per  cent  on  those  capitdl  obligations;  in 
1910,  6.88  per  cent;  and  in  1913,  6.15  per  cent. 

The  average  rate  of  dividends  on  the  capital  stock  outstanding  was  in  1903, 
5.07  per  cent ;  in  1910,  6.25  per  cent ;  and  in  1913,  5.56  per  cent 

The  balance  or  "margin,"  which  in  1903  was  $44,830337  and  in  1910, 
$59,531,049,  was  in  1913,  $47,083,181,  or  expressed  in  percent  on  total  capital 
obligations,  in  1903,  2.18  per  cent;  In  1910,  2.03  per  cent;  and  in  1913  only 
1.51  per  cent. 

The  decreased  return  on  property  Investment  and  capital  obligations  is  shown 
to  be  due  principally  to  the  increasing  cost  of  operations,  although  lower 
return  per  freight  and  passenger  units  has  also  contributed. 

The  combined  revenues  and  operating  expenses  of  the  three  systems  are  given 
in  some  detail  in  the  second  statement  submitted. 

EABI7IN0S   AND   EXPENSES,    11-YEAB  PEBIOD. 

As  against  an  increase  in  operating  revenue  between  1908  and  1913  of  about 
$309,000,000,  operating  expenses  increased  $254,000,000.  The  Increase  In  total 
operating  revenue  in  1913  over  1903  is  63  per  cent,  and  that  in  operating 
expenses  almost  76  per  cent 

The  ratio  of  expenses  to  total  operating  revenue,  which  in  1903  was  68.67 
per  cent,  and  in  1910,  69.64  per  cent,  had  in  1913  risen  to  73.90  per  cent.  Taxes 
have  increased  from  about  $14,500,000  to  over  $31,000,000,  or  114  per  cent 

The  ratio  of  expenses  to  total  operating  revenue  ^ows  a  tendency  continu- 
ously upward.  Compared  with  the  5-year  period  to  1907,  when  the  average 
was  70.18  per  cent,  that  of  the  second  5-year  period  to  1912,  inclusive,  was 
71.58  per  cent ;  and  compared  with  the  10-year  javerage  of  70.96  per  cent,  that  of 
1913  is  73.90  per  cent.  The  ratio  of  operating  expenses,  including  taxes,  to 
total  operating  revenue,  shows  in  1903,  71.65  per  cent,  In  1910,  73.04  per  cent, 
and  in  1913,  77.81  per  cent 

Out  of  the  total  increase  in  operating  expenses  between  1903  and  1913, 
amounting  to  $253,997,066,  $111,919,569  is  In  maintenance  expenditures  and 
$118,262,001  in  transportation  costs.  Of  the  gross  increases  in  maintenance 
expenditures  of  $111,919,569,  maintenance  of  way  and  structures  absorbed 
about  $39,300,000,  and  maintenance  of  equipment  $72,600,000. 

Maintenance  of  way  per  mile  of  first  track  rose  from  $2,522  in  1903  to  $3,778 
in  1913,  or  49.80  per  cent  and  per  mile  of  all  tracks  from  $1,399  to  $1,768,  or 
26.38  per  cent  Considering  maintenance  of  way  alone,  the  proportion  to  gross 
earnings  declined  from  13.92  per  cent  in  1903  to  13.46  per  cent  in  1913.  The 
proportion  of  maintenance  of  equipment  expenses  rose  from  14.84  per  cent  in 
1903  to  18.19  per  cent  in  1913.  In  1910  maintenance  of  way  was  12.71  per  cent 
of  gross  against  a  10-year  average  to  1912  of  12.89  per  cent,  and  maintenance 
of  equipment  was  16.47  per  cent  of  gross  against  16.47  per  cent  as  10-year 
average. 

Comparing  more  closely  the  maintenance  of  equipment  expenditures  in  1910 
and  1913,  a  total  increase  of  about  $32,000,000  Is  shown  in  the  three  years.  Of 
this  increase,  repairs,  renewals,  and  depreciation  of  locomotives  accounting  for 
something  over  $14,500,000,  this  being  an  increase  of  38.35  per  cent  over  1910. 
The  cost  per  100  pounds  of  tractice  power  increased  from  9.44  to  11.24  cents,  or 
19.07  per  cent,  and  the  cost  per  locomotive  from  $2,855  to  $3,617,  or  26.70  per 
cent.  Repairs,  renewals,  and  depreciation  of  passenger-train  cars  increased 
nearly  $1,500,000,  or  12.81  per  cent,  there  being  a  slight  decrease  in  the  cost 
per  car.  Repairs,  renewals,  and  d^reciation  for  freight-train  cars  Increased  In 
the  three  years  by  almost  $i9,500,000,  or  19.06  per  cent  and  the  average  cost  per 
freight-train  car  from  $97.54  to  $107.52,  or  10.23  per  cent. 

Transportation  expenses,  which  in  1903  were  $182,249,793,  has  expanded 
until  in  1910  they  were  $247,523,456,  and  in  1913  reached  $300,511,794,  an  In- 
crease of  $52,988  over  1910,  or  21.41  per  cent. 

These  statements  are  submitted  to  show  that  with  these  three  systems  com- 
bined there  has  been  a  tendency  for  increased  expenses  to  overcome  increased 
gross  earnings,  with  resultant  decreased  operating  income  and  consequent  lack 
of  return  on  new  property  investment  The  particular  accounts  affected,  and 
the  occasion  of  Ms,  can  and  will  be  more  clearly  shown  in  testimony  which 
will  be  presented  by  each  of  the  three  systems  separately. 
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•     BuNTma  Exhibit  No.  2. 

Memoranda  in  connection  toith  the  lO-year  statements  of  the  Pennsylvania 

system. 

LXITES  nrCLITDED  AND  METHOD  OF  OOMPILATION.^ 

These  statements  cover  all  railroad  corporations  controlled,  afiUiated  in 
interest,  and  operated  as  a  part  of  the  Pennsylvania  system,  east  and  west* 
and  therefore  do  not  include  certain  roads  hoted  upon  the  analy^  accompany- 
ing the  statements,  which  are  not  a  part  of  the  system,  though  tlie  Peimsyl- 
vania  Railroad  system  has  some  stock  interest  therein. 

Of  these  exceptions,  the  Akron  &  Barberton  Belt,  Cherry  Tree  &  Dixonville, 
Indianapolis  Unfon,  O^lerdale  Connecting,  Washington  Terminal,  and  ZanesviUe 
Terminal  Cos.  are  separate  corporations,  whose  stock  is  owned  Jointly  by 
companies  included  in  the  Pennsylvania  system  and  by  otlier  companies  out- 
side the  Pennsylvania  system;  therefore  their  property  and  cai^tal  obligations 
are  not  included  in  the  statements.  To  the  extent  that  the  P^msylvania  system 
is  engaged  in  transportation  over  and  uses  the  property  of  said  companies,  the 
revenues,  expenses,  and  rentals  incident  to  such  transportation  and  use  are 
included  in  the  statements.  The  entire  use  of  the  property  of  said  companies 
is  on  a  Joint  facility  or  trackage  right  basis,  and  the  Pennsylvania  systnn  has 
only  dealt  with  its  share  of  use.  The  Calumet  Western;  Central  Indiana; 
Monongahela;  Pittsburgh;  Cartiers  &  Youghiogheny ;  Toledo  Terminal;  and 
Toledo,  Peoria  &  Western  Railroad  Cos.  are  separate  railroad  corporations 
whose  stock  is  owned  Jointly  by  companies  included  in  the  Pennsylvania  system, 
and  by  other  companies  outside  the  system.  These  companies  are  engaged  in 
transportation  and  make  separate  reports  to  the  Interstate  Conmierce  Com- 
mission. 

The  operations  of  all  of  the  above  are  excluded  from  the  statement,  not 
only  for  the  reasons  given,  but  also  because  the  Pennsylvania  system  in  every 
instance  owns  less  than  a  majority  of  the  stock. 

The  Cornwall  &  Lebanon  and  the  Susquehanna,  Bloomsburg  &  Berwick  Rail- 
road Cos.  have  recently  been  acquired  by  the  Pennsylvania  system,  and  owing 
to  incomplete  data  their  figures  have  been  omitted.  Their  total  operating 
revenues  are  about  $600,000  per  annum. 

The  capital  obligations  in  the  statements  include  only  those  owned  by  the 
public  or  by  other  companies  outside  the  system,  and  the  reason  for  the  ex- 
clusion of  intercorporate  system  ownerships,  dividends  on  stock  and  interest  on 
funded  debt,  and  other  receipts  and  payments  in  connection  therewith  is  a 
desire  to  deal  with  the  question  from  the  viewpoint  of  the  relations  between 
the  railroad  and  the  public  and  avoid  duplications. 

In  property  investment  the  entire  amount  for  each  company  in  the  system 
has  been  included,  as  this  total  repres^its  investm^it  in  the  plant  devoted  to 
public  use.  In  this  way  the  comparison  of  net  operating  income  with  proper^ 
divestment  and  net  corporate  income  with  capital  stock  outstanding  is  a  true 
reflection  of  actual  facts  from  such  viewpoint 

BETUBN  ON  PBOPEBTT  INVESTMENT. 

The  first  and  one  of  the  most  important  features  is  the  prop^ty  investment 
account,  which  represents  the  book  value  of  the  investment  in  road  and  equip- 
ment The  return  on  property  investment  shows  a  declining  tendency  since 
1903,  and  a  steady  decline  since  1910.  Thus  between  1903  and  1913  there  has 
been  an  increase  in  property  investment  account  of  $530,760,073,  and  an  increase 
in  net  operating  income  of  $11,860,533,  or  only  2.23  per  cent  on  the  increased 
property  investment  Indeed,  between  the  years  1910  and  1913  there  was  an 
increase  of  $207,186,919  in  the  property  investment  and  a  decrease  in  the 
net  operating  income  of  $11,485,511.  In  other  words,  the  Pennsylvania  system 
was  $11,485,511  short  of  even  receiving  one  cent  additional  return  on  its 
enlarged  investment  The  percentage  of  return  on  property  investment  in 
1903  was  7.49  per  cent;  in  1910  it  was  7.41  per  cent,  and  the  average  for  the 
10  years,  1903  to  1912,  inclusive,  was  6.81  per  cent  while  in  1913  it  had  fall«i 
to  5.48  per  cent. 

In  compliance  with  the  accounting  regulations  of  the  Interstate  Commerce 
Commission  the  property  Investment  account  for  the  years  1910  to  1913  included 
all  expenditures  for  additions  and  betterments  made  out  of  surplus  subsequent 
to  July  1,  1907.  This  account,  however,  does  not  include  expenditures  of  this 
character  made  prior  to  1907,  and  which  in  the  case  of  the  Pennsylvania  system 
amounts  to  $203,501,337.    While  it  may  be  urged  that  on  account  of  this  cliange 
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in  accounting  methods  the  figures  are  not  on  a  comparative  basis,  yet  when  put 
upon  a  comparative  basis  practically  the  same  rate  of  decline  is  shown. 

An  examination  of  the  records  of  the  Pennsylvania  system,  back  to  1887,  and 
a  restoration  to  the  property  investment  of  all  amounts  expended  for  additions 
and  betterments  and  charged  to  surplus  or  income,  show  that  the  downward 
tendency  in  the  percentage  return  on  property  investment  exists  in  practically 
the  same  degree,  for  calculated  on  this  basis  the  return  on  property  investment 
in  1903  was  a66  per  cent  as  against  4.78  per  cent  in  1913. 

MILEAOS. 

The  miles  of  first  main  track  owned  have  increased,  1903  to  1913,  only  3.92 
per  cent,  while  the  miles  of  all  tracks  owned  have  increased  in  the  same  period 
28.07  per  cent,  indicating  that  the  development  is  intensive  rattier  than 
extensive. 

NET  OOBPOBATS  INCOME. 

The  net  corporate  income  per  cent  of  capital  stock  was  14.07  per  cent  in 
1903, 13.17  per  cent  in  1910,  and  9.64  per  cent  in  1913,  or  a  drop  of  nearly  one- 
third  between  1913  and  1903,  and  of  over  one-quarter  between  1913  and  1910. 

DIVIDENDB. 

The  dividends  paid  (per  cent  of  all  stock  outstanding)  were  as  follows: 
1903,  6.(J2  per  cent;  1910,  6.63  per  cent;  1913,  6.67  per  cent 

Hie  annual  surplus  after  payment  of  Interest  and  dividends  is  the  system's 
margin  of  safety.    This  has  declined  as  follows : 

Per  cent  of  total  operating  revenues:  1903,  12.66  per  cent;  1910,  10.40  per 
cent;  1913,  6.39  per  cent. 

Per  cent  of  total  capital  obligations:  1903,  3.71  per  cent;  1910,  2.91  per  cent; 
1913,  1.99  per  cent. 

BBTTTBN  ON   CAPITAL  OBLIGATIONS. 

The  total  capital  obligations  of  the  Pennsylvania  system,  June  30,  1913, 
$1,231,138,848,  show  an  increase  of  66.87  per  cent  over  the  amount  outstanding 
June  30,  1903,  and  during  that  same  period  the  net  corporate  income  has  been 
reduced  from  14.07  per  cent  on  the  capital  stock  to  9.64  per  cent.  In  view, 
however,  of  the  fact  that  in  recent  years  there  have  been  considerable  con- 
versions  of  bonds  into  stock,  tiiereby  necessarily  reducing  the  rate  earned  on  the 
stock,  it  will  be  of  interest  to  see  the  percentage  relation  for  these  periods 
between  the  net  corporate  income  (plus  interest  on  funded  debt)  and  the  total 
capital  obligations.  The  net  corporate  income  (plus  interest  on  funded  debt) 
per  cent  of  total  capital  obligations  was  8.74  per  cent  in  1903,  8.18  per  cent  in 
1910,  with  an  average  for  the  10  years,  1903  to  1912,  of  7.44  per  cent.  It  has 
fallen  to  6.88  per  cent  in  1913,  being  a  decrease  of  over  one-fifth  in  10  years. 

It  should  be  noted  also  in  this  connection  that  as  these  figures  are  made 
up  for  the  years  ended  June  30,  the  total  capital  obligations  include  capital 
stock  which  was  issued  during  the  fiscal  year,  but  which  did  not  participate  in 
the  dividend  within  such  years.  Making  the  adjustment  for  this,  tlie  net 
corporate  income  (plus  interest  on  funded  debt)  was  in  1903,  8.98  per  cent; 
in  1910,  8.64  per  cent ;  and  in  1913,  7.12  per  cent  on  total  capital  obligationa 

BATIO  OF   STOCK  TO  TOTAL   CAPITAL  OBLIGATIONS. 

The  increase  in  the  percentage  of  stock  to  total  capital  obligations  of  the 
Pennsylvania  system  from  43.89  per  cent  in  1910  to  60.02  per  cent  in  1913,  was 
due  principally  to  the  issue  of  stock  by  the  Pennsylvania  Railroad  Go.  and  con- 
versions of  bonds  into  stock. 

OOMPABISON  BETWEEN  1910  AND  1918 — ^REVENUES  AND  EXPENSES. 

The  operating  revenues  of  1913  increased  $47,057,640  over  1910,  but  as  the 
operating  expenses  increased  $64,492,139  and  taxes  $4,079,779,  there  was  a 
decrease  in  die  net  operating  income  of  $11,486,611,  notwithstanding  an  increase 
of  $207,186,919  in  the  property  investment  account. 

The  average  revenue  per  ton  per  mile  decreased  in  this  3-year  period  from 
6.16  mills  to  6.06  mills,  and  the  average  revenue  per  passenger  per  mile  in- 
creased from  1.816  cents  to  1.826  cents ;  the  net  result  of  the  two  being,  on  the 
1918  traflic,  equivalent  to  a  decreased  revenue  of  $3,828,669.  Even  admitting 
that  the  decline  in  freight  revenue  per  ton  mile  may  be  partly  due  to  a  change 
in  the  character  of  the  traffic  handled,  the  loss  in  revenue  of  $3,828,669  remains 
an  actual  fact  The  increase  in  expenditure  is  equally  an  actual  fact,  both  in 
dollars  and  when  worked  out  as  cost  per  traffic  unit  GoOqIc 
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The  following  table  shows  that  per  million  traffic  units  (ton-miles  plus 
passenger-miles)  the  receipts  were  $48.68  less  and  the  expenses  were  $417.34 
more.  The  result  is  the  profits  are  less  by  more  than  $500  per  million  traffic 
units,  and  the  Pennsylvania  system  handled  47,463,885,288  traffic  units  in  1913. 

[Per  miUloQ  traffic  units.) 


1910 

1913 

Increase 
(+)  or  de. 
crease  (—). 

$8,106.46 

$8,067.78 

—  $48.68 

1,029.04 

1,406.65 

2  887.44 

198.30 

223.76 

1,132.48 

1,537.44 

8028.70 

301.18 

212.64 

+  103.44 
+  130.79 
-h  191.36 
+      2.88 
—    11.13 

5,606.10 

2,411.27 

269.06 

27.03 

3,114.28 

6,112.53 

1,945.26 

321.28 

22.96 

1,601.01 

+  417.34 
+  466.03 
+    51.33 

—  4.07 

—  513.27 

Total  operating  revenues 

Operating  expenses: 

Maintenance  of  way  and  structures 

Maintenance  of  equipment 

Transportation  and  traffic 

General 

Outside  operations 

Total  operating  expenses 

Net  operating  revenues 

Taxes 

Hire  of  equipment,  rents,  etc 

Net  opera  ting  income 


The  amount  of  wages  paid  has  Increased  ahout  $86,000,000  during  the  period 
1910  to  1013,  approximately  $15,000,000  of  which  is  due  to  increased  rates  of 
pay,  and  this  is  distributed  throughout  all  accounts,  and  is  responsible  for  a 
portion  of  the  increase  in  the  maintenance  of  ways  and  structures  and  main- 
tenance of  equipment  expenses.  In  addition,  large  expenditures  had  to  be  made 
in  these  accounts  for  more  substantial  and  heavier  equipment,  the  higher 
standard  of  roadbed  all  through,  i.  e.,  more  ties,  installation  of  tie-plates, 
deeper  ballasting  to  take  care  of  the  heavier  equipment  and  extension  of  and 
more  modem  interlocking. 

The  following  table  for  the  Pennsylvania  system  east  shows  the  expenditures 
in  the  maintenance  accounts  per  gross  ton  mile,  which  means  the  lading  plus 
the  weight  of  the  equipment : 

[Per  mlUioQ  gross  ton-miles.] 


1903 

1910 

1013 

Average, 
191?1W^ 

Maintenance  of  wav  and  stniotures 

1300.09 

515.21 

1,202.83 

$377.44 

548.86 

1,062.48 

$387.66 

599.27 

1,118.20 

$371.20 

Maintenance  of  equipment 

568.55 

TransDOrtation  and  traffic. .-  r - 

1.1S4.S4 

Total 

2,117.13 

1,988.77 

2,105.13  1    2,074.29 

[Per  mllUoQ  gross  ton-miles.] 

3-year  averages. 

1903-1906 

1908-1910 

1911-1913 

Maintenance  «f  w^y  and  stniotnrflfi- . .  - , ^ ,  r - 

$378.39 

525.48 

1,208.57 

$361.75 

554.22 

1,115.98 

$371.20 

Maintenance^  «f  equiprnentr . . ^- ,-,,-,... 

568.55 

Traffic  and  transporlation , , - 

1,134.54 

Total 

2,112.24 

2,031.05 

2,074.29 

A  comparison  of  the  maintenance  accounts  as  between  different  periods  in- 
volves consideration  of  the  weight  of  the  equipment  during  those  periods  and 
thus  the  average  weight  of  all  locomotives  (lines  east)  on  December  31,  1909, 
was  160,927  pounds,  and  on  December  31,  1912,  169,438  pounds,  an  Increase  of 
8,511  pounds.  The  average  weight  of  all  passenger  cars  on  December  31,  1909, 
was  67,609  pounds,  and  on  December  31,  1912,  78^63  pounds,  an  Increase  of 
10,544  pounds,  and  the  average  weight  of  all  freight  cars  on  December  31, 
1909,  was  37,603  pounds,  and  on  December  31,  1912,  38,834  pounds,  an  increase 
of  1,231  pounds. 

Of  the  increase  of  $14,774,549  in  maintenance  of  equipment  expenses  in  1913 
over  1910,  $11,521,179  was  due  to  repairs  to  equipment,  and  1,110,221  was  due  to 
renewals  and  depreciation. 
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There  has  also  been  an  increase  In  tlie  average  number  of  tons  per  loaded 
car  of  1.02  tons^  and  an  Increase  in  the  average  dally  mileage  of  freight  cars 
(system  east)  from  25.80  to  27.35  per  car. 

Transportation  expenses  are  affected  to  a  greater  degree  than  other  depart- 
ments of  expense  by  increases  in  wages,  and  they  also  have  the  added  burden 
of  the  cost  of  hours  of  service  law,  the  cost  of  extra-crew  laws,  and  increased 
cost  of  fuel.  On  the  other  hand,  transportation  expenses  have  been  kept  down 
by  the  increased  lading  per  car,  the  increase  in  the  trainload,  and  the  decrease 
in  the  number  of  pounds  of  fuel  per  thousand  ton-miles,  most  of  which,  excei>t 
possibly  the  latter,  has  been  made  possible  through  the  additional  outlay 
represented  in  property  investment  account. 


1908 

1910 

1913 

Tom  pot  lofvdod  csr-xnilo. . ^.rr 

21.14 
436.32 
766 

24.60 
623.21 
732 

28.71 

TiaJnload  (tons) 

582.00 

Pounds  ot  fiifll  coosniniod  pw  1.000  trefflc  t0iD-niil6s 

727 

Taxes  have  increased  $4,079,779  as  between  1910  and  1913,  and  there  has 
been  an  increase  in  taxes  per  mile  of  first  main  track,  per  mile  of  all  main 
tracks,  per  mile  of  all  tracks,  as  well  as  an  increase  in  the  ratio  to  total  operat- 
.  ing  revenue,  and  a  still  greater  increase  in  the  ratio  to  net  operating  revenue. 

The  result  compared  with  1910  of  the  increase  in  expenses,  which  is  greater 
than  the  increase  in  operating  revenue,  is  a  decline  of  $11,485,511  in  net  oper- 
ating income  in  1913,  notwithstanding  an  increase  of  $207,186,919  in  the 
property  investment  account  for  the  same  period. 

Summing  up  the  operations  we  have,  comparing  1913  with  1910,  an  increase 
in  tonnage,  but  a  decrease  in  the  average  revenue  per  ton  per  mile,  an  increase 
in  operating  revenues  of  14.03  per  cent,  an  increase  of  23.13  per  cent  in  operating 
expenses,  an  increase  of  36.53  per  cent  in  taxes,  and  a  decrease  of  13.13  per  cent 
in  net  operating  Income,  with  an  increase  of  17.56  per  cent  in  the  property 
investment  account. 

Comparison,  191S  idth  1910. 
[Increase,  plus  (+);  decrease,  minus  {—).] 


Amount. 


Par 
cent. 


'  Property  Investment. 
Operoting  revenues. . 
Operating  expenses. . 

Taxes 

Net  operating  income 
Traffic  units 


-i-1207,186,019 

+47,067,640 

+54,492,139 

+4,079,779 

—11,485,611 

+6,090,683,461 


+17.66 
+14.03 
+23.13 
+36.63 
—13.13 
+14.72 


During  the  period  1903-1913  the  total  capital  obligations  have  increased  56 
per  cent,  and  the  property  investment  account  has  increased  62  per  cent,  as 
against  a  23  per  cent  increase  in  the  mileage  of  all  tracks  owned,  showing 
that  the  property  investment  per  mile  has  considerably  increased.  The  increase 
in  the  property  investment  account  per  mile  is  due  to  many  things ;  larger  and 
more  expensive  terminals  and  stations  for  both  passenger  and  freight ;  elimina- 
tion of  curves,  grades  and  crossings;  heavier  and  improved  bridges,  rails,  ties, 
signals,  interlocking,  etc.,  and  generally  a  more  substantial  standard  of  road- 
bed to  carry  the  heavier  equipment,  which  is  shown  by  the  increase  in  the  total 
tractive  power  of  locomotives,  amounting  to  80  per  cent  as  between  1903  and 
1913,  and  the  increase  in  total  capacity  of  freight  cars  of  62  per  cent,  as  well  as 
by  the  substitution  of  steel  for  wooden  cars. 

As  between  1910  and  1913  the  tons  carried  1  mile  have  increased  5,436,- 
789,223,  or  14.52  per  cent,  and  the  passengers  carried  1  mile  increased 
653,794,238,  or  16.62  per  cent,  the  total  freight  and  passenger  units  carried  1 
mile  have  increased  6,090,583,461,  or  14.72  per  cent. 

Even  if  the  total  freight  revenues  of  the  Pennsylvania  system  in  1913  had 
been  greater  by  5  per  cent,  the  return  from  operations  upon  the  property  in- 
vestment would  have  been  6.42  per  cent,  or  only  about  1  per  cent  greater  than 
the  percentage  actually  realized.  The  return  from  operations  even  then, 
including  5  per  cent  additional,  would  still  have  been  nearly  $14,000,000  short 
of  the  amount  necessary  to  give  the  same  return  upon  the  property  as  that 
earned  in  1910,  namely,  7.41  per  cent. 
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Outline  of  testimony  of  W.  C.  Wishart. 

|X''\v  York  Central  lines,  j 

ANALYSIS. 

The  New  York  Central  linos  since  June  30,  1910,  have  added  $159,000,000  to 
the  property  which  they  devote  to  public  use.  The  gross  operating  revenues 
have  increased  $49,000,000,  net  operating  income  has  Increased  $3,765,590, 
and  other  income  has  increased  slightly,  and  yet  the  whole  system  had  in  the 
year  Just  closed  $3,284,730  less  net  corporate  income  than  In  1910.  The  divi- 
dends declared  in  1913  were  over  $4,000,000  less  than  in  1910,  notwithstanding 
the  Increase  of  $49,000,000  in  the  gross  operating  revenue. 

In  other  words,  since  June  30,  1910,  there  has  been  added  to  the  property 
investment  about  $1,000,000  a  week,  while  the  net  corporate  income  in  1913 
was  less  by  about  $63,000  a  week  than  in  1910,  indicating  that  expansion  of 
business  has  caused  a  net  loss  to  the  stockholders. 

The  road  has  been  extended  less  than  60  miles,  and  only  about  $16,000,000 
of  the  amount  expended  has  gone  into  the  Grand  Central  Terminal  during  these 
three  years.  The  money  has  been  spent  for  improvements  and  additional 
facilities  required  to  render  adequate  public  service.  And  the  additional 
facilities  have  been  necessary  to  enable  the  road  to  handle  the  enormous  in- 
crease in  traffic.  » 

In  the  freight  service  alone  this  increase  represents  the  addition  of  67  tons 
(or  14  per  cent)  to  the  load  of  every  train  and  the  running  of  24,711  more 
freight  trains  than  in  1910.  And  yet  there  is  left  to  show  for  this  service  $9,000 
a  day  less  than  there  was  in  1910. 

In  the  statement  for  the  New  York  Central  lines  tliere  are  Included  the  New 
York  Central  &  Hudson  River  Railroad  Co.;  the  Michigan  Central;  the  Lake 
Shore;  the  Pittsburgh  &  Lake  Erie;  the  Big  Four;  the  New  York,  Chicago  ft 
St  Louis;  the  Lake  Erie  &  Western;  the  Chicago,  Indiana  &  Southern;  and 
the  Toledo  &  Ohio  Central ;  and  other  operating  companies,  together  with  their 
leased  and  operated  lines.  A  full  list  of  the  corporations  included  in  the  system 
statement  is  submitted  with  this. 

For  the  purpose  of  eliminating  duplications  the  figures  for  the  corporations 
in  the  system  have  been  combined  so  as  to  exclude  all  intercorporate  holdings 
of  stocks  or  bonds.  Trackage  rights  between  roads  within  the  system  have 
been  eliminated  in  the  mileage  statistics.  Where  operating  companies  have 
come  into  the  system  during  the  period,  figures  have  been  taken  for  these  com- 
panies as  reported  to  the  Interstate  Commerce  Commission  prior  to  their 
acquisition.  Where  it  was  not  possible  to  secure  exact  data  for  all  the  years 
of  the  period,  the  stiitement  is  made  on  the  basis  of  the  earliest  obtainable 
information.  Two  Canadian  roads,  the  Ottawa  &  New  York  and  the  Toronto, 
Hamilton  &  Buffalo,  whose  reports  were  not  available,  are  not  included. 
Several  terminal  companies  in  which  one  or  more  of  the  system  companies 
have  part  interest  through  ownership  of  stock,  but  which  are  operated  inde- 
pendently, are  not  Included.  The  Grand  Central  Terminal  and  other  terminals 
owned  are  Included. 

This  consolidated  statement  brings  out  some  significant  facts.  The  first  is 
the  low  average  rate  of  return  which  the  whole  system  is  able  to  earn  upon 
the  investment  in  road  and  equipment.  The  highest  rate  for  any  year  of  the 
11  reported  was  that  of  1910,  when  the  rate  was  only  6.89  per  cent  The 
average  for  the  first  10  years  was  5.07  per  cent,  and  for  1913  the  rate  was 
only  5.47  per  cent 

This  rate  of  return  Is  based  upon  a  property  investment  that  will  compare 
favorably  with  any  other  road  of  the  same  class  in  the  United  States.  At  the 
close  of  the  period  covered  this  investment,  which  includes  the  cost  of  equip- 
ment, reached  a  total  of  $52,142  per  mile  of  all  tracks,  or  $78,740  per  mile 
of  all  main  tracks.  These  lines  serve  22  of  the  50  cities  in  the  United  States 
having  a  population  of  100,000  or  more.  Located  as  they  are  in  the  most 
densely /Populated  section  of  the  country,  it  follows  that  the  enlargement  of  its 
terminals  and  other  track  facilities,  which  is  constantly  in  process,  involves 
relatively  high  costs. 

Another  significant  fact  is  the  growth  in  traffic.  While  the  average  reveaue 
per  ton-mile  and  per  passenger-mile  has  remained  at  practically  the  same 
level,  passenger-miles  have  increased  53  per  cent  and  ton-miles  66  per  cent 
To  take  care  of  this  growth  in  traffic  it  has  been  necessary  to  increase  the 
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investment  52  per  cent.  This  indicates  a  greater  utilization  of  capital,  bnt 
capital  costs  a  great  deal  more  than  it  did  In  the  first  years  of  the  period. 

The  year  1913  shows  a  large  Increase  in  operating  revenues,  18.76  per  cent, 
over  1910,  but  operating  expenses  increased  23.59  per  cent  and  taxes  32^28 
pep  cent,  leaving  the  operating  income  only  4.91  per  cent  greater  than  it  was 
In  1910.  This  latter  increase  was  more  than  absorbed  by  the  larger  expendi- 
tures, classed  as  "  other  deductions,"  from  income  and  by  higher  fixed  charges, 
80  that  the  net  corporate  income  was  7.52  per  cent  less  than  in  1910.  During 
1913  the  New  York  Central  lines  increased  their  earnings  from  operations  by 
nearly  $49,000,000  over  1910,  but  after  pnying  out  necessary  expenses  th^ 
had  less  corporate  income  than  in  1910  by  $3,284,730. 

Instead  of  the  added  revenue  since  1910  being  sufficient  to  meet  the  increased 
expenses,  the  system  in  1912  sustained  a  loss  of  5.14  per  cent  in  operating 
income  and  of  5.59  per  cent  in  net  operating  income.  The  figures  for  1911 
were  even  lower  than  those  for  1912.  The  net  corporate  income  was  29  per  cent 
less  in  1912  than  in  1910,  while  amount  of  dividends  decreased  8.79  per  cent. 

The  year  1913  shows  some  improvement  in  respect  of  operating  income  and 
net  operating  income,  both  having  increased  over  1910  by  a  small  percentage; 
but  as  has  just  been  pointed  out,  the  increase  in  fixed  charges  more  than  offset 
the  gain  in  these  items. 

TAXES. 

Taxes  have  grown  at  a  rate  greater  than  either  revenues  or  operating  ex- 
penses. In  1913  they  Absorbed  14.4  per  cent  of  the  net  operating  revenues. 
In  that  year  taxes  required  an  amount  equal  to  64.5  per  cent  of  the  total 
dividend  disbursements. 

NET  COBPOBATE  INCOME. 

If  we  take  the  total  sum  of  income  available  for  payment  of  interest  and 
dividends  and  refers  it  to  the  total  amount  of  capital  obligations  outstanding, 
we  find  that  the  percentage  of  Income  to  obligations  was  in  1903,  5.39  per  cent; 
in  1910,  6.29  per  cent;  and  in  1913,  5.95  per  cent;  and  but  5.35  per  cent  for  the 
10-year  average.  Out  of  this  must  come  not  merely  the  interest  and  dividends 
paid,  but  also  the  surplus  or  margin  necessary  to  furnish  reasonable  security 
for  the  continuance  of  these  payments. 

The  net  corporate  income  shows  an  average  ratio  to  capital  stock  outstanding 
for  the  10  years  of  8.68  per  cent.  In  1903  it  was  7.9  per  cent,  in  1910,  11.50 
per  cent,  and  in  1913, 11.08  per  cent.  This  apparently  high  ratio  is  due  entirely 
to  the  small  proportion  borne  by  capital  stock  to  total  capital  obligations. 
This  proportion  of  stock  to  total  capital  obligations  has  fallen  from  34.69  per 
cent  in  1903  to  27.71  per  cent  in  1913,  mainly  by  reason  of  elimination  of 
stocks  acquired.  The  average  dividends  paid  on  capital  stock  were  5.2  per 
cent  in  1903,  6.35  per  cent  in  1910,  5.44  per  cent  in  1913,  and  an  average  of 
6.64  per  cent  for  the  10  years. 

In  the  10  years  to  1913  the  increase  in  accumulated  surplus  was,  in  round 
figures,  $30,000,000,  not  enough  to  maintain  the  ratio  of  6.8  per  cent  that  the 
surplus  had  to  total  capital  obligations  outstanding  in  1903,  the  ratio  in  1913 
being  6.6  per  cent. 

CAPITAX  OBLIGATIONS  AND  INVESTMENT. 

The  capital  obligations  during  the  10  years,  1903-1913,  have  increased  67.68 
per  cent,  while  the  property  investment  has  increased  52.13  per  cent  That 
the  investment  per  mile  of  all  tracks  owned  has  Increased  22.58  per  cent  Is 
attributable  largely  to  the  demands  for  terminals,  electrification  of  urban  lines, 
rails,  bridges,  signals,  rolling  stock,  and  other  improvements  which  increase 
the  cost  per  mile. 

The  capital  obligations  outstanding  should  be  compared  with  the  property 
investment  account  with  due  consideration  to  other  investments  which  are 
not  represented  in  the  statement. 

The  consolidated  balance  sheet  for  1912  shows  investments  other  than  those 
In  subsidiary  companies,  having  a  book  value  of  $50,790,632.  In  addition  to 
tliis,  all  of  these  companies  necessarily  carry  working  assets,  including  material 
and  supplies,  the  net  total  value  of  which  amounts  to  many  milllona  These  facts 
Indicate  that  the  relation  of  the  capital  obligations  outstanding  to  the  property 
of  the  corporation,  as  shown  on  the  statement,  is  conservative. 
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The  cost  of  conducting  railway  operations  tends  to  increase  constantly.  This 
is  reflected  in  higher  wages,  higher  prices,  and  higher  interest  The  following 
computation  has  been  made  from  the  reports  of  the  New  York  Central  & 
Hudson  River  Railroad  showing  the  consumption  of  rails,  the  price  of  which 
has  not  risen  within  the  10  years,  but  has  risen  greatly  since  1898. 

Ralls  laid  per  mile  of  main  track  operated : 

1903 6. 46 

1905 J 9. 80 

1907 9. 80 

1910 , , n.  69 

1912 12. 49 

The  best  type  of  passenger  locomotives  cost  $20,770  in  1903 ;  $25,050  in  1912. 

Freight  locomotives  increased  in  cost  from  $19,243  to  $27,350  each  in  the 
same  time. 

In  1903  passenger  cars  cost  $10,860,  and  to-day  $17,050.  The  new  ones  are 
steel,  but  carry  no  more  passengers. 

A  box  car  cost  $841  as  against  $872,  and  a  coal  car  $779  as  against  $876. 

In  1903  the  New  York  Central  &  Hudson  River  Railroad  was  able  to  borrow 
money  with  which  to  make  improvements  at  a  rate  of  a  little  more  than  81  per 
cent  per  annum.  To-day  that  road  is  paying  nearly  5  per  cent  upon  borrowed 
money.  At  this  rate  a  new  passenger  car  in  1903  required  an  annual  outlay 
of  about  $400  for  interest,  whereas  to-day  the  road  must  find  nearly  $8^  a 
year  for  a  car  of  the  same  capacity.  Freight  locomotives  have  increased  1.4 
tons  of  3  per  cent  in  tractive  power,  but  require  an  annual  outlay  of  $1,367 
for  interest  against  $692  in  1903. 

The  10-year  statement  shows  the  great  increase  in  the  plant  and  the  trafQc, 
the  rise  In  expenses,  taxes,  and  fixed  charges,  and  that  increased  business 
brings  no  greater  return.  It  does  not  refiect  the  problems  Immediately  ahead 
of  the  management,  such  as  finding  revenues  out  of  which  to  enlarge  the  plant 
to  take  care  of  the  greater  business  and  to  provide  facilities  of  the  character 
that  the  public  will  require. 

LIST  OP  COBPORATIONS  I^uLUDED  IN  NEW  YORK  CENTRAL  LINES'  STATEMENT. 

Battle  Creek  &  Sturgls  Railway.  Cincinnati    &    Southern    Ohio    River 

Bay  City  &  Battle  Creek  Railway.  Railroad. 

Beaver  &  EUwood  Railroad.  Cincinnati,  Wabash  &  Michigan  Rail- 
Beech  Creek  Railroad.  way. 

Beech  Creek  Extension  Railroad.  Cincinnati  &  Springfield  Railway. 

Benton  Harbor  Extension.  Clearfield  Southern  Railroad. 

Boston  &  Albany  Railroad.  Cleveland,  Cincinnati,  Chicago  &   St 

Buchanan  &  St.  Joseph  River  Railroad.         Louis  Railway.* 

Buffalo,  Erie  Basin  Railroad.  Cleveland  Short  Line  Railway. 

Cairo,  VIncennes  A  Chicago  Railway.  Columbus,   Hope  &  Greensburg  Rail- 
Canada  Southern  Railway.  road. 

Canada  Southern  Bridge  Co.  Columbus,    Springfield    &    Cincinnati 

Carthage  &  Adirondack  Railway.  Railroad. 

Carthage,  Watertown  &  Sacketts  Har-  Cornwall  Bridge  Co. 

bor  Railroad.  Danville  &  Indiana  Harbor  Railroad. 

Central  Trunk  Railroad.  Detroit  &  Charlevoix  Railroad.^ 

Cherry    Tree    &    Dlxonville    Railroad  Dayton  &  Union  Railroad.^ 

(half).  Detroit  Belt  Line  Railroad. 

Chester  &  Becket  Railroad.  Detroit,  Delray  &  Dearborn  Railroad. 

Chicago,  Indiana  &  Southern  Railroad.*  Detroit,     Hillsdale     &     Southweston 

Chicago.     Indianapolis    &    St.    Louis        Railroad. 

Short  Line  Railway.  Detroit  Manufacturers*  Railroad. 

Chicago,  Kalamazoo  &  Saginaw  Rail-  Detroit,  Monroe  &  Toledo  Railroad, 

way.*  Detroit  River  Tunnel  Co. 

Chicago  &  State  Line  Railroad.  Detroit,  Toledo  &  Milwaukee  Railroad. 

Cincinnati,     La     Fayette    &     Chicago  Dunkirk,    Allegheny    Valley    &    Pitts- 
Railroad,  burgh  Railroad.* 

Cincinnati  Northern  Railroad.*  Detroit  &  Bay  City  Railroad. 

Cincinnati,     Sandusky     &     Cleveland  Detroit  &  Chicago  Railroad. 

Railroad.  Dolgeville  &  Salisbury  Railway. 


*  Operating  roads.  ^-^  j 
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Bast  Chicago  Belt  Railroad. 

Blkliart  &  Western  Railroad. 

EUwood  (Connecting  Railroad. 

Erie  &  Kalamazoo  Railroad. 

Eyansville,  Mount  Carmel  &  Northern 
Railway. 

Fairland,  Franklin  &  Martinsville 
Railroad. 

Fall  Brook  Railway. 

Fort  Wayne,  Cincinnati  &  Louisville 
Railroad. 

Fort  Wayne  &  Jackson  Railroad. 

Franklin  &  Clearfield  Railroad. 

Fnlton  Chain  Railway.* 

Geneva,  Coming  &  Southern  Railroad. 

Gouvemeur  &  Oswegatchle  Railroad. 

Grand  River  Valley  Railroad. 

Harrison  Branch  Railroad. 

Hudson  River  Bridge  Co. 

Indiana  Harbor  Belt  Railroad.^ 

Indiana  Harbor  Railroad  Co.  of  Illi- 
nois. 

Indiana  Harbor  Railroad  Co.  of  In- 
diana. 

Indiana,  Illinois  &  Iowa  Railroad. 

Jackson  Coal  Railroad. 

Jackson,  Lansing  &  Saginaw  Railroad. 

Jamestown,  Franklin  &  Clearfield 
Railroad. 

Jamestown  &  Franklin  Railroad. 

Jersey  City  &  Bayonne  Railroad. 

Joliet  &  Northern  Indiana  Railroad. 

Kalamazoo,  Allegan  &  Grand  Rapids 
Railroad. 

Kalamazoo  &  South  Haven  Railroad. 

Kalamazoo  &  White  Pig^n  Railroad. 

Lake  Erie,  Alliance  &  Wheeling  Rail- 
road.* 

Lake  Erie  &  Pittsburgh  Railway 
(half).* 

Lake  Erie  &  Western  Railroad.* 

Lake  Shore  &  Michigan  Southern  Rail- 
vray.* 

Lansing  Manufacturers'  Railroad. 

Lansing  Transit  Railway. 

Little  Falls  &  Dolgeville  Railroad  (to 
Apr.  13).* 

Louisville  &  Jeffersonville  Bridge  Co.* 

Mahoning  Ck)al  Railroad. 

Mahoning  &  Shenango  Valley  Railway. 

Mahoning  State  Line  Railroad. 

Mahopac  Falls  Railroad. 

Michigan  Air  Line  Railroad. 

Michigan  Central  Railroad.* 

Michigan,  Midland  &  Canada  Railroad. 

Mohawk  &  Malone  Railway. 

Mount  Gilead  Short  Line  Railway.* 

New  Jersey  Junction  Railroad. 

New  Jersey  Shore  Line  Railroad.* 

New  York  Ontral  &  Hudson  River 
Railroad.* 


New  York  Ontral  Niagara  River 
Railroad. 

New  York,  Chicago  &  St  Louis  Rail- 
road.* 

New  York  &  Fort  Lee  Railroad. 

New  York  &  Harlem  Railroad. 

New  York  &  Ottawa  Bridge  Co. 

New  York  &  Ottawa  Railway. 

New  York  &  Putnam  Railroad. 

Niagara  Falls  Branch  Railroad. 

North  Brookfield  Railroad. 

Northern  Central  Michigan  Railroad. 

Northern  Ohio  Railway. 

Oswego  &  Rome  Railroad. 

Peoria  &  Eastern  Railway.* 

Pine  Creek  Railway. 

Pittsburgh,  McKeesport  &  Tonghio- 
gheny  Railroad. 

Pittsburgh  &  Eastern  Railroad. 

Pittsburgh  &  Lake  Erie  Railroad.^ 

Pittsfield  &  North  Adams  Railroad. 

Providence,  Webster  &  Springfield 
Railroad. 

Raquette  Lake  Railway.* 

Rome,  Watertown  &  Ogdensburg  Rail- 
road. 

St.  Clair  &  Western  Railroad. 

St.  Joseph,  South  Bend  &  Southern 
Railroad. 

St.  Lawrence  &  Adirondack  Railway. 

Saline  Valley  Railway. 

Shenango  Valley  Railroad. 

Silver  Creek  &  Dunkirk  Railroad. 

Springfield  Union  Depot. 

Spuyten  Duyvil  &  Port  Morris  Rail- 
road. 

State  Line  &  Stony  Point  Railroad. 

Stewart  Railway. 

Sturgis,  Goshen  &  St.  Louis  Railway. 

Swan  Creek  Railroad. 

Syracuse,  Geneva  &  Coming  Railway. 

Terminal  Railroad. 

Terminal  Railway  of  Buffalo.* 

Tlvoli  Hollow  Railroad. 

Toledo,  Canada  Southern  &  Detroit 
Railway. 

Toledo  &  Ohio  Ontral  Railway.* 

Tonawanda  Island  Bridge. 

Troy  &  Greenbush  Railroad  Associa- 
tion. 

Utica  &  Black  River  Railroad. 
Vernon,  Greensburg  &  RushviUe  Rail- 
road. 
WallkUl  Valley  Railroad. 
Ware  River  Railroad. 
West  Shore  Railroad. 
White  Water  Railroad. 
Youghiogheny  Northern  Railway. 
Zanesville  Terminal  Railroad. 
Zanesville  &  Western  Railway.* 


I  Operating  roads. 
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The  following  corporations  are  not  included  in  the  statement 
Thev  are  independently  operated  terminals  and  railroads  in  which 
the  New  York  Central  lines  have  an  interest  through  ownership  of  a 
part  of  the  stock : 


Terminal  companies: 

1.  Akron  &  Barberton  Belt  RaUroad, 

Akron,  Ohio. 

2.  Boston     Term&al     Ck>.,     Boston, 

Mass.  V 

8.  Central  Union  Depot  Railway  Co. 
of  Cincinnati,  Cincinnati,  Ohio. 

4.  Dayton  Union  RaUway  Co.,  Day- 

ton, Ohio. 

5.  Detroit  Terminal  Railroad  Co.,  De- 

troit, Mich. 

6.  Indianapolis   Union   Railway   Co., 

Indianapolis,  Ind. 

7.  Mnncie  Belt  Railway  Co.,  Muncie, 

Ind. 

8.  Terminal  RaUway  Association  of 

St.  Louis,  St  Louis,  Mo. 

9.  Toledo  Terminal  RaUroad  Co.,  To- 

ledo, Ohio. 
10.  Troy   Union   RaUroad   Co.,   Troy, 
N.  Y. 


11.  Union  Depot  Co.,  Columbus,  Ohio. 
RaUroad  companies : 

1.  Calumet  Western  Railway. 

2.  Central  Dock  &  Terminal  Railway 

Co. 

3.  Central  Indiana  Railway  Co. 

4.  Kankakee  &  Michigan  Railwky  Co. 

5.  Kankakee  &  Seneca  Railway  Ca 

6.  Missouri    &    Illinois    Bridge    Belt 

Railroad  Co. 

7.  Monongahela  Railroad  Co. 

8.  Ottawa  &  New  York  Railway  Co. 

9.  Peoria  &  Pekin  Union  RaUway  Co. 

10.  Pittsburgh,   Chartiers  &  Yougldo- 

gheny  Railway  Co. 

11.  Queenstown  Suspension  Bridge  Ga 

12.  Rutland  RaUroad  Co.  * 

13.  Toronto,  Hamilton  &  Buffalo  Ball- 

way  Co. 
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Baltimore  db  Ohio  Exhibit  No.  1— Continued. 
Summary  of  property  inveUmerU  account  of  the  Baltimore  dc  Ohio  R.  R.  Co, — Continued. 


1911 

1912 

1913 

M{leflg« 

4,433.74 

4,455.00 

4,460^33 

Cost  of  road 

1238,041,400.44 

129,747,8ia65 

40,099,282.06 

2,332,iea37 

79,217,192,87 

334,015.25 

«240,905,ie2.44 

129,815,064.08 

40,409,969.86 

2,332,  lOa  37 

82,206,128.73 

220,879.00 

8240,004,523.98 

140,829,509.38 

Cofft  of  fltockff',  mbstdiftiT  companiiA 

40,170,590.41 

2,304,730w06 

Equipmeni.'. 

80,8g3,706w45 

Stocia  of  Babeidiary  oompanies  outstanding 

2oo,ooaoo 

Total 

486,772,5ia54 
25,005,395.09 

502,006,374.58 
15,235,804.04 

517,123,131.22 

Incrmm  in  uroijertv  invfiitinflifft. 

1511141756.04 

Additions  and  bettennents 

14,092,875.15 

11,909,909.80 

10,890,806.75 

I>«diiot,A 

Induded  in  cost  of  road 

14,092,875.15 
12,319,340.20 
D  746,829.20 

11,900,900.80 

2,987,935.80 

278,01&32 

10.390.806.75 

Eouipment *  ....         .  ... 

4,088,037.72 
35,815.17 

Total 

25,005,395.09 

15,235,804.04 

15,114,760.04 

This  statemsot  does  not  ezaotly  check  with  the  Baltimore  &  Ohio  R.  R.  Co.  balance  sheet,  as.  for  year* 
prior  to  1913  stocto  of  subsidiary  lines  are  included  on  basis  of  final  cost  to  the  Baltimore  &  Ohio  R.R. 
and  other  minor  adjustments  have  been  made  to  arrive  at  proper  comparative  figures  of  property  in- 
vestment. 

[Page  14.] 

Table  6. — Summary  of  consolidated  construction  charges  for  three  years  ended 

June  SO,  191S, 

[Oflice  of  chief  engineer,  Baltimore  &  Ohio  R.  R.  Co.,  Baltimore,  Md.,  Nov.  22,  1913.) 

Purchase  of  property $6, 353, 139. 67 

Widening  cuts  and  fills  and  protecting  banks - 362, 916. 89 

Grade  reductions  and  changes  of  line 4, 282, 512. 84 

Bridges,  trestles,  and  culverts 1,093,287.06 

Additional  main  tracks 8, 732, 106. 87 

Sidings  and  spur  tracks 3,252,179.83 

Terminal   yards 3, 493, 120. 32 

Elimination  of  grade  crossings 1,554,287.85 

Block  signals  and  interlocking  apparatus 728,838.49 

Telegraph  and  telephone  lines 201,103.59 

Station  buildings  and  fixtures 1,803,046.24 

Shops,  engine  houses,  and  turntables 1,221,708.69 

Machinery  and  tools 362, 706.  73 

Water  and  fuel  stations 822, 904. 31 

Grain  elevators  and  storage  warehouses 197, 541. 68 

Docks  and  wharves 990,030.22 

Electric  light  and  power  plants 106, 780. 80 

Other  additions  and  betterments 103, 079. 13 

Foxburg  to  Mount  Jewett,  Pa. :  Standardizing  narrow-gauge  line-  322, 930. 44 

Miscellaneous 1, 474, 836. 11 

36.459,056.76 
MisceUaneous  credits 5, 968. 00 

Total  construction 36,453,088.76 
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Statement  showing  decrease  or  increase  in  earnings  covered  by  merchandise,  coal  and  coke 
traffic,  due  to  change  in  rates, 

(Page  15;  I  denotes  increase.] 

OCTOBER.  1912. COMPARED  WITH  OCTOBER.  1909. 

(Tonnage  of  October,  1912,  used  and  diflerenoe  in  rates  between  October,  1912  and  1909.  used  to  obtain 

increase  or  decrease.] 


Classes. 


Weight. 


Revenue 
decreased. 


Weight. 


Revenue 
Inoreased. 


Revenua, 
net  decrease. 


4  times  first  class 

3  times  first  class 

2i  times  first  class 

2  times  first  class 

U  times  first  class 

It  times  first  class 

First  class 

Second  class 

Rule  25 

Third  class 

Rule  26 

Rule  28 

Fourth  class 

Fifth  class 

Sixth  class 

Changes  in  classification. 
Commodities 


Total  merchandise., 


Anthracite  coal... 

Bituminous  coal: 
Lake  cargo.., 
All  other 

Coke , 


Grand  total. 


Pounds. 
70,075 
3,441 

47.R71 

186,771 

l,7,'i:*,  105 

74n,  '.m 

ji:h  ,  wo 

4,H1i>,S73 

20, 4\l^},  ma 

20<91d,S«H 

77,LW.  170 

571, 7:vi,  718 


707,221,360 


796,912,100 
179,197,300 
180,603,300 


1,863,934,060 


115.43 

7.16 

36.78 

213.31 

205.14 

3.06 

2,774.45 

1,174.98 

400.16 

1,920.64 

748.97 

79.63 

1,956.71 

6,309.10 

7,067.22 

21,214.92 

46,946.79 


Pounds. 

0.20 

1,150 

53,247 

31,363 

123,401 

50,676 

3,166,158 

612,106 

192,610 

1,463,851 

254,869 

3,430 

1,196,851 

3,294,358 

2,060,096 

4,322,407 

206,730,070 


10.03 

2.08 

3.28 

41.44 

130.75 

53.59 

1,848.06 

417.83 

72.79 

475.94 

58.00 

.44 

288.19 

497.72 

305.79 

1,668.09 

14,246.77 


91,994.35 


223,567.664 
133,200 


20,116.32 
8.40 


34,168.55 
8,101.29 
5,281.48 


303,587,200 
22,610,600 


15,880.70 
1,221.23 


139,545.67 


549,886,664 


37,236.65 


116.40 
5.14 
33.60 

in.87 

74.39 

150. 6S 

92&40 

757. 15 

327.37 

1,444. 7D 

680.37 

79.00 

1,663.63 

6. 811.  St 

7,681.43 

19,546.83 

32,700.02 


71.878.08 

I&40 

34,168.65 

17,789.41 

4.060.25 


102.309.02 


FEBRUARY,  1913,  COMPARED  WITH  FEBRUARY,  1910. 

(Tonnage  of  February,  1913,  used  and  diflerenoe  in  rates  between  February,  1913,  and  February,  1910, 
used  to  obtain  increase  or  decrease.] 


Oassee. 

Weight 

Revenue 
decreased. 

Weight 

Revenue 
increased. 

Revenue, 
net  decreas€L 

4  times  fint  class 

Pounds. 

1,002 

4354 

4,220 

40,548 

99,194 

1,770 

1,932,846 

623,820 

501,783 

.,....,.53 

l;Li"7-,.>16 

T'.i,:>7l,:v>9 
21:>,  71  i,tH7 

10.46 

5.63 

2.96 

82.85 

113.00 

1.54 

1,62a  75 

459.92 

246.44 

978.30 

434.55 

16.14 

1,066.54 

3,154.44 

2,329.89 

410.90 

26,891.14 

234.57 

20,406.96 

Pounds. 

ia45 

3  thnm  first  class 

$560 

1,007 

5,800 

9,226 

610 

160,065 

71,089 

23,712 

227,323 

121,707 
1,065,968 
1,189,600 
4,507,641 
1,141,732 
1,293,269 
58,862,940 

11.96 

1.61 

13.89 

7.18 

.06 

77.17 

15.01 

5.16 

51.19 

14.54 

.07 

18.37 

86.32 

87.13 

1,730.27 

171.56 

661.03 

4,196.40 

3.66 

24  timm  first  olftffff   , 

1.35 

2't*mW  first  PlMfl 

68.96 

U  times  first  class 

106.91 

iJttim^w  first  class. 

1.46 

IJ^rst  ^hm 

1,543.60 
44491 

B^oond  ci<MB 

Rule  25 

241.99 

Tbird  Cl^"W 

022.11 

Rule  26 

420.01 

Rule  28 

16.07 

Fourth  class . 

1,038.17 

i66.8is 

flfxthffla*? ... 

2,242.79 
11,808.37 

Crhang^  in  classiflcatiofn . .  . 

Changes,  olaai  to  commodity 

Changes,  commodity  to  class 

Commodities 

26,719.56 

143166 

16,212.69 

323,299,872 

58,453.07 

68,861,076 

7,128.95 

51,394.13 

Anthracite  cool 

66.100 

117,470,000 
97,911,800 
62,906,600 

4.10 

4,750.62 
7,176.46 
2,307.21 

4.10 

Bttumfaious  coal: 

RaUwayfuel 

625,822,000 

1,686,000 

24,196,900 

22,229.42 
74.83 
966.33 

117,468189 
7,101.0 
l,3Sa89 

Another 

Coke 

Qrand  total,  net 

601,656,372 

72,70a46 

620,574,976 

80,388.58 

42,3ia9S 
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Baltimore  &  Ohio  Exhibit  No.  1 — Continued. 

Statement  showing  decrease  or  increase  in  earnings  covered  by  merchandiu,  coal  and  cole 
traffic,  dfut  to  change  in  rates — Continued. 

AUGUST,  1913,  COMPARED  WITH  AUGUST,  lOia 


[Tonnage  of  August,  1013,  used  and  difference  in  rates  between,  August,  1013  and  1010,  used  to  obtain 

increase  or  decrease.] 

Classes. 

Weight. 

Revenue 
decreaaed. 

Weight 

Revenue 
increased. 

Revenue, 
net  decrease^ 

4  thnes  flrst  class . . 

Pomdt, 

~*    T15 

«2 

d..>)62 

*.\483 

1VH,U15 

■2, 715 

t\iV'i?3jj70 
■!wk.l26 

L,H1,.S68 

^1.014 

5,02^.760 

10,  iM,  1)96 

^."■.1.^78 

l.J'/.J  -{92 

la'3,il:-..!46 

ti. -.^.1,134 

438..'i4r5,iH6 

12a  20 

an 

2a  13 

61.21 

21a  36 

2.62 

2,00a  11 

665.60 

282.76 

1,469.60 

63a  04 

2a  32 

2,860.94 

2,865.81 

4,101.36 

669.79 

37,245.96 

1,083.71 

31,007.16 

POKfUb. 

$2a20 

3  tinMMf  first  class 

1800 

ia86 

7.26 

2}  times  first  class 

2a  13 

2'tiniA9  first  class 

1,001 
8,717 
.64 
166,720 
107,830 
30,832 
61,472 
40,871 

4.38 
a40 
.02 
83.03 
33.68 
13.86 

ia66 

0.71 

6a  83 

U  t*iiie#  first  ctasff 

200.06 

\{  tfmes  first  class 

2.60 

i^rst  class 

1,01a  18 

SfWfirKi  class 

632.01 

Rule  26 

260.41 

Thixti  class 

1,461.14 
62a  38 

Rule  26 

Rule28 

2a  82 

Fourth  clBfli 

70,086 

446,000 

81,042 

2,276,240 

a8i 

63.42 

2.70 

168.04 

2,861.13 

Fifth  oVwff          

2,802.30 

4  ooa66 

Sixth  class 

Changes  in  classification 

Changes,  class  to  commodity 

Changes,  commodity  to  class 

OmmoHHIw    ,    . , .    ,       .       

406.85 
37,245.06 

2,086,010 
183,067,610 

800.60 
16,064.88 

283.21 
16,042.32 

Total  merchandise 

684,467,007 

84,062.94 

180,276,161 

16,26107 

68,717.07 

Anthracite  coal 

Bituminous  coal: 

Raflwayftiel 

102,224,000 

1,467,636,000 

74,186,000 

240,687,800 

4,438.66 
62, 06a  88 

6,083.37 
13,662.17 

346,040,000 

14,001.77 

10,663.21 

lAlce  cargo 

62,06a  88 

All  other". 

63,338,000 
11,602,700 

1,088.14 
867.61 

6,000.23 
12,704.66 

Coke 

Grand  total,  net 

2,469,101,607 

171,123.02 

600,057,761 

32,207.40 

188,0ia48 

NET  DECREASE  IN  MERCHANDISE  AND  COAL  AND  COKE  REVENUE,  YEAR  ENDED 

JUNE  30, 1013. 

[Rates  baaed  on  increases  and  decreases  in  October,  1012,  compared  with  October,  1000.  February,  1013, 
compared  with  February,  1010,  and  August,  1013,  compared  with  August,  1010.] 


Total  merchan- 
dise revenue. 

Net  decrease. 

Per  cent. 

October,  1012 

•4,740,374 
3,678,807 
4,163,714 

871,378 
61,324 
68,718 

1.61 

F¥»bniftrv.  1013. 

1.43 

August,  1013 

1.66 

Total  and  averase  Der  omt 

12,482,886 

191,420 

1.63 

Coal  revenue 

less  lake  cargo 

and  railway 

fuel. 

Net  decrease. 

Per  cent. 

October,  1012 

11,898,080 
1,831,765 
1,891,614 

13,783 
2,160 
5,000 

a  00199 

February,  1013 

.00118 

August,  1018 

.00264 

Total  and  average  per  cent 

5,621,459 

10,943 

.00194 

Total  coke 
revenue. 

Net  decrease. 

Per  cent. 

October,  1012 

1372,668 

316,361 

363,929 

1,041,948 

84,060 

1,361 

12,706 

0.01080 

Ff»bniiiry.  1013 

.00428 

August.  1013 

.03680 

Total  and  average  j)er  cent 

18,116 

.01738 

SUMMARY. 

Total  merchandise  revenue,  year  ended  June  30, 1913, 148,646,108,  at  1.53  per  cent  equals 1744, 285 

Actual  decrease  on  lake  coal,  season  April  to  December,  1912 279,263 

Total  coal  revenue,  less  lake  cargo  and  railway  fuel,  year  ended  June  30,  1013, 122,427,936,  at 


).00194. 


43,610 


Total  coke  revenue,  year  ended  June  30, 1913,  84,363,751,  at  0.01738,  equals 75,842 

1,142,890 

Less  increase  in  revenue  on  railway  fuel  coal 186, 371 

Estimated  annual  decrease , 


96^519 
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A  nwunt  of  increase  in  fiscal  years  indicated  over  fiscal  year  1909  due  to  increased 
rates  of  pay  and  changes  in  working  conditions, 

[  Based  on  application  of  rates  in  effect  October,  1909,  compared  with  those  in  effect  in  the  respective  jmn.] 


Class  of  service. 


Conductors: 

Passenger 

Throii^  freight. . . 
Local  and  pick-np. 

Mine  runs 

Work  and  wreck.. 
MUed 


Total. 


Trainmen: 

Passenger.  u««5-, 
Through  freight, 
Local  and  pickup,  _ 
Mine  runs,  flagmen. 
Work  and  wreck,  flafpnen. 

Mixed,  flagmen 

Helpers,  pushers,  flagmen. 


Passenger,  brakemen . 

Through  freight,  brakemen 

Local  and  pick-up,  brakemen.. 

Mine  runs,  brakemen 

Work  and  wreck,  brakemen. .. 

Mixed,  brakemen 

Switching- 
Conductors 

Brakemen 


Total. 


Engineers: 

Passenger 

Through  freight. . . 

Local  and  pick-up . 

Mine  runs 

Work  and  wreck.. 

Mixed 

Helpers,  pushers. . , 

Switching 

Electric- 
Passenger 

Freight 


Total. 


Increase  year  ended— 


June  30, 
1910 


110,606.40 

16,413.25 

4,047.30 

1,700.95 

4,286.50 

823.90 


37,967.30 


313.30 
349.40 
292.85 
575.85 
339.90 
498.95 
35.30 
042.45 
335.35 
386.55 
.328.15 
94a  05 
940.45 

465.10 
763.60 


117,602.25 


11,695.85 
26,280.25 
7,016.10 
3,412.45 
5,359.40 
757.55 
4,481.50 
11,794.95 


70,798.05 


9,406.55 


Passenger. 

rhrough  freight '    19,028.80 


Firemen: 

Throng] 

Local  and  pick-up I  4, 862. 60 

Mine  runs 2,514.65 

Work  and  wreck 3,20a90 

Mixed I  612.70 

Helpers,  pushers '  3, 078. 35 

Switching 6,313.50 


Total t    49,018.05 


Total,  conductors  and  trainmen ,  155,569. 55 

Total,  engineers  and  firemen i  119,816.10 

Operators '    24,301.35 

Maintenance  of  equipment,  employees '  173, 174. 21 

Mainteikance  of  way.  employees ;  108, 787. 00 

Miscellaneous  (all  other  employees) 113, 031. 99 


Grand  total I  689,680.20 


June  30, 
1911. 


134,115.40 
52,353.90 
12,909.85 

5,425.50 
13,672.80 

2,628.00 


121,105.45 


37,428.35 
30, 93a  90 
10,893.90 

5,213.50 
11,049.55 

1,634.10 
116.70 
39,840.60 
50,734.50 
14,512.25 
ll,0ia65 

9,726.70 

6,419.60 

75,437.50 
187,423.05 


492,371.85 


47,447.65 
106,613.65 
28,462.95 
13,843.70 
21,742.05 
3,073.15 
18, 18a  60 
47,849.75 


287,213.50 


38,490.00 
77,862.50 
19,896.85 
10,289.40 
13,097.45 
2,507.15 
12,596.00 
25.833.80 


200,573.15 


613,477.30 
487,786.65 
81,942.00 
615, 127. 84 
379,237.00 
581,221.61 


2,758,792.40 


June  30, 
1912. 


$38,097.70 
57,418.80 
13,202.75 

7,298.30 
13.709.40 

2,99L45 


132,718.40 


37,359.30 
32,294.25 
10,313.00 

6,539.35 
10,421.40 

1,853.40 
100.15 
44,926.95 
64.953.95 
13,700.10 
13,175.20 

9, 18a  55 

6,377.05 

79,263.10 
199,330.95 


529,802.70 


47.457.70 
153,372.90 
31,634.15 
18,557.85 
23,130.65 
3,612.20 
27,2ia55 
65,328.30 


370,304.30 


39,177.49 
96, 66a  21 
21,183.15 
11,560.90 
13,469.15 
2,632.55 
15,717.16 
40,307.45 


240,723.05 


662,521.10 
611,027.35 
133,097.65 
789,544.08 
460,802.00 
591,134.14 


3,248,216.32 


June  30, 
1913. 


162. 104. 15 
88,70a40 
15,844.80 
17,603.30 
15,065.65 
5,14L65 


204,645.95 


53,6^.70 
53,679.40 
11,929.65 
16,254.50 
11,844.20 

3.804.15 
118.80 
91,038.70 
106, 83a  70 
15. 64a  10 
30,149.45 
10, 47a  50 

9,00a80 

92, 83a  53 
236,60L90 


802, 96a  08 


90,181.35 
198,114.10 
61.109.70 
44,102.80 
40,317.50 
14,075.50 
71,635.06 
90,362.45 

118.45 
23a  90 


EstimAted^ 
Increase 
year  1913 

over 

1010. 


151,408.75 
72,298.16 
11,797.60 
16,992.35 
10,769.16 
4,317.75 


166,578L66 


42,34L4D 
44, 33a  00 

8,636.80 
14,678.68 
8,504.30 

3,3iaao 

83.50 
78, 99a  26 
161,501.35 
11,253.55 
26,821.30 
7,53a  45 
7,06a  36 

78.3n.43 
201,928.30 


685,347.83 


78,485.50 
171,833.85 
64,003.60 
40,e9a35 
34,95&10 
13,317.95 
67,153.66 
78,567.50 

11&46 
23a  90 


610,253.80  ;    639,455.75 


51,737.36 
122, 75a  12 
27,63L90 
17,363.75 
18,950.60 
4,3Qa90 
23)202.80 
48,375.40 


42, 33a  81 
103.721.33 
22,669.30 
14.839.10 
15.749.70 

3.6saao 

20,124.45 
48.061.90 


314,202.83  .    365,184.78 


1,007,496.03 
^,  45a  63 
158,132.45 

1,262,206.77 
7M,767.00 
672, 63a  14 


851,926.48 
804, 64a  53 
133.831.10 
,089,032.56 
629,98a  00 
669,604.15 


4,768,605.02  4,009.014.83 


Oiand  total  Increase,  years  1910, 1911, 1912,  and  1913, 111,465,383.92. 
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PASSENGER  SERVICE. 
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Year  ended  June  30- 

C^Md. 

(A) 

C^t. 
'     (B) 

Revenue  pas- 
Imile. 

(C) 

Consump- 
tion per 
passenger 
Imile. 

(A-i-C) 

Cost  per 
ImUe. 

(B-i-C) 

1910 

Tom. 

827,816 
916,593 
880,821 
804,689 

$818,715 
915,881 
866,647 
948,040 

703,448.7.59 
705,884,886 
766,169,876 
806,206,527 

Pounds. 
2.16 
2.30 
2.32 
2.22 

Cints. 
0.107 

1911 

.115 

1913 

.112 

1913 

.118 

1910  > 

837,816 
804,680 

818,715 
943,040 

763,448,769 
805,206,527 

2.16 
2.22 

.107 

19131 

.118 

ImreMe  or  decrease ,  r 

66,873 
8.1 

120,384 
15.8 

41,767,768 
5.5 

.06 
2.8 

.011 

Per  cent 

10.3 

1  Oomparison  year  1913  with  1910. 

FREIGHT  SERVICE. 

(D  denotes  decrea.w4 


Year  ended  June  30—  • 

Coal. 
(D) 

Cost. 
(E) 

Ton-miles  (in- 
cluding com- 
pany) material. 

(F) 

Consump- 
tion per 
100  ton- 
miles. 

(D+F) 

Cost  per 
100  ton- 
miles. 

(E-i-F) 

1910  

Tons. 
3, 789,  .559 
3,968,164 
3,733,947 
4.083,500 

3.780,5.59 
4.083,509 

S3,716,.S6l 
3,954,135 
3,603,383 
4,323,984 

.1.716.361 
4,323.984 

69i..W7 
15.9 

12,675.482,892 
1 2. 4 16,  ^W,  300 
13,212,891,417 
15,032.723,403 

Pounds. 
60 
63.9 
56.5 
54.3 

Cents. 
2.9 

1911 

3.2 

1912 

2.7 

1913 

2.9 

19101 

12.675,482,892 
15.032,723.403 

2.357,240.511 
18.6 

60 
54.3 

2.9 

1913 1 

2.9 

Increase  or  decrease 

291,785 
7.7 

D5.7 
D9.5 

Per  cent 

1  Comparison  year  1913  with  1910. 

TOTAL  P.\SSENOER,  FREIGHT,  \ND  B\MTCH1X0. 

[P  denotes  decrease.] 


Year  ended  June  30- 

Coal. 

(G) 

Cost. 

(H) 

Consumption 

per  100  ton  pas- 

senger-miles. 

(0+C+F) 

Cost  per 

lOOtonpas- 

seneer- 

niiles. 

(H+C-i-F) 

Average 
price  per 
per  ton. 

(H-i-O) 

1910 

Tons. 
5.297.621 
5.627.109 
5.361.078 
5,751.282 

•5,229,266 
.5,634,966 
5,202,306 
6,128,223 

Pounds. 

78.8 
84.2 
76.6 
62.6 

Cents. 
38.9 
42.6 
37.2 
38.7 

Cents. 
98.7 

1911 

100.1 

1912 

97.0 

1913 

ioe.5 

1910 

19131 

.5,297.521 
5,754.282 

456,761 
S.6 

5,229,266 
6,128,223 

78.8 
62.6 

38.9 
3$.  7 

98,7 
106.5 

Increasie  or  decrease 

808.957 
17.2 

D  16.2 
D20.6 

D.2 
D.6 

7.8 

Per  cent 

7.9 

■  Comparison  year  1913  with  1910. 
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Exhibit  A. — Baltimore  <&  Ohio  R.  R.  Co. — Continued. 
Locomotive  fuel  consumption — Continued . 

INCREASED  EXPENSE. 
(D  denotes  decrease.) 


Due  to- 

Year  ended  June  30- 

Increased 
price. 

IncreasiHl 
consmnptton. 

Total 
increaae. 

1911                        .                                   i 

$73,152 

Dia«,193 

546,057 

448,834 

1832,548 

D  266,877 

379,170 

450,123 

$405,700 
D  432' 570 

1912 

1918 

92S.827 

lTK*<^mffe  nr  deoretw 

898,957 

The  fuel  tonnage  in  this  statement  represents  actual  disbursements  and  does  not  take  into  account 
inventory  or  other  adjustments. 

It  wOl  not  agree  with  p.  113,  Annual  Report  to  the  Interstate  Commerce  Commission,  for  the  Anther 
reasons  that  it  does  not  include  fuel  consumed  in  ballast  or  construction  service  or  wood  and  oil  consumed 
in  any  serrtoe;  ^at  coke  is  computed  ton  for  ton  with  coal,  while  in  Interstate  Commerce  report  a  ton 
of  coke  equals  but  75  per  cent  of  a  ton  of  ooal. 

Baltimore  &  Ohio  Railroad  Co. 
[Page  18.1 

Increase  in  operating  costs  year  ended  June  SO,  191S,  compared  ioith  year  ended 
June  SO,  1910,  due  to  the  foUowing  factors. 

Locomotive  fuel  {increased  price),  ^^^,^4.— This  result  shows  on  the  state- 
ment of  "  Locomotiye  fuel  consumption/'  and  represents  the  increased  cost  due 
to  Increased  price  of  coal  and  coke  consumed  in  revenue  service. 

Ties  (increased  price),  $18S,S30. — ^This  represents  the  increased  cost  due  to 
increased  price  of  ties  laid  in  maintaining  track. 

fiscal  year  ended  JUNE  30,  1913. 
(D  denotes  decrease.] 


Kind. 


Number. 


1913 
average 
price. 


1913  cost. 


Applying  1910  prices  to 
1913  consumption. 


1910 
average 
price. 


Cost  would 
have  been— 


expense 

1913  due 

to  increased 

price. 


No.  1,  oak 

No.  2,  oak 

No.  1,  pine 

No.  2,  pine 

No.  1,  chestnut. 
No.  2,  chestnut. 

No.  1,  cedar 

No.  2,  cedar 

No.  1,  treated... 

Total 


1,703,548 

307,100 

151,996 

5,636 

130,773 

68,374 

28,509 

1,540 

315,260 


Genu. 
72.9 
55.3 
84.4 
73.9 
47.9 
38.1 
58.4 
32.0 
75.3 


11,241,736.81 

100,872.32 

128,329.05 

4,164.82 

62,668.20 

26,026.22 

16,689.80 

492.45 

237,04a  34 


Genu. 
66.0 
49.6 
74.1 
64.2 
45.6 
28.6 
61.7 
49.7 
67.6 


11,124,341.68 

152,321.60 

112,629.04 

3,617.67 

59,682.49 

19,564.96 

17,645.58 

766.38 

213,121.84 


$117,396.13 
17,5ia73 
15,700.01 
547.  U 
3,(»&77 
6,47L96 
D966.78 
D3719S 
23,91&M 


2,712,834 


60.6 


1,887,020.07 


61.3 


1,703,63a  24 


1,389.81 


Automatic  signals  a/nd  interlocking  appliances  {maifintenance) ,  $88,985. — ^This 
shows  in  the  annual  report  under  operation  account  No.  13,  "  Signals  for  inter- 
locking plants,"  and  represents  the  increased  cost  of  maintenance. 

Boiler-inspection  law,  $12S480. — ^This  represents  the  increased  expense  as  com- 
piled by  the  general  superintendent  motive  power  from  data  procured  from  the 
line  of  road,  and  the  principal  items  entering  into  it  are  additional  clerks  and 
boiler  inspectors;  certificate  frames  and  applying  them  in  locomotives;  more 
frequent  periodical  testing  of  steam  gauges;  more  attention  necessary  in  repairs 
of  gauge  cocks  and  other  fittings ;  opening  telltale  holes  in  boilers ;  boiler  makers 
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Exhibit  A. — Baltimore  &  Ohio  R.  R.  Co.— Continued. 

and  helpers  looking  after  small  leaks  in  boilers,  reinforcements,  etc. ;  maintain- 
ing extra  engines  in  service  by  reason  of  locomotives  out  of  service  greater  length 
of  time  for  inspection. 

Safety-appliance  law,  $98460.— This  represents  the  cost  of  safety  devices  ap- 
plied to  equipment  during  the  year  1913,  the  expense  of  which  was  charged  to 
maintenance.  The  principal  items  are  change  and  renew  hand  brakes ;  running 
boards ;  sill  steps ;  :^de  and  end  ladders ;  roof,  side,  and  end  handholds ;  coupler- 
operating  levers;  provide  end-ladder  clearances;  side-door  steps;  end-platform 
hand  railings;  footboards;  handrails  and  steps  on  sloping  tenders. 

Semimonthly  payment  of  wages,  $77,508, — ^Thls  represents  the  increased  annual 
expense  due  to  employing  additional  timekeepers  on  line  of  road,  additional 
clerks  in  offices  of  auditor  of  disbursements  and  paymaster,  and  cost  of  necessary 
additional  office  equipment. 

[Page  19.] 

4.  Average  train  load — ^revenue  freight :  Divide  **  1.  Total  tons  1  mile,  revenue 
freight "  by  "  3.  Train  mUes— freight." 

5.  Average  train  load — ^including  company  freight:  Divide  "2.  Total  tons  1 
mile — including  company  freight "  by  "  3.  Train  miles— freight" 

6.  Per  cent  loaded-car  mileage :  Divide  "  7.  Loaded-car  mileage "  by  "  6.  Car 
mileage." 

9.  Average  number  loaded  cars  in  train:  Divide  "7.  loaded-car  mileage"  by 
"3.  Train-mile— freight" 

10.  Average  number  empty  cars  in  train ;  Divide  **  EJmpty-car  mileage "  by 
"3.  Train-miles— freight" 

11.  Average  miles  per  car  per  day:  Divide  "5.  Total  car-miles — less  caboose- 
miles  "  by  "  Total  car-days." 

14.  Average  mileage  per  freight  locomotive  per  year:  Divide  "13.  Freight 
locomotive  mileage "  by  "  12.  Average  number  locomotives  in  freight  service** 

16.  Average  tractive  power — freight  locomotives :  Divide  "  15.  iStal  tractive 
power — freight  locomotives "  by  '*  12.  Average  number  locomotives  in  freight 
service." 

17.  Tons  1  mile  per  1,000  pounds  of  tractive  power :  Divide  "  2,  Total  tons 
1  mile — Including  company  freight "  by  **  15.  Total  tractive  power — freight 
locomotivea" 

19.  Average  capacity  of  freight  cars:  Divide  **18.  Total  capacity  of  freight 
cars  "  by  "  Number  of  /cars  In  freight-revenue  service." 

20.  Average  load,  per  loaded  car — revenue  freight:  Divide  "1.  Total  tons 
1  mile — revenue  freight "  by  "  7.  Ix>aded-car  mileage." 

21.  Average  load,  per  loaded  car — including  company  freight:  Divide  "2. 
Total  tons  1  mile — Including  company  freight "  by  "  7.  loaded-car  mileage." 

22.  Average  load,  all  cars — revenue  freight :  Divide  "  1.  Total  tons  1  mile — 
revenue  freight "  by  "  6.  Car  mileage." 

23.  Average  load,  all  cars— including  company  freight :  Divide  "  2.  Total  tons 
1  mile — including  company  freight "  by  "  6.  Car  mileage." 

25.  Average  number  cars  per  train:  Divide  "Total  passenger-car  mileage" 
by  "1.  Train-miles — passenger." 

27.  Dead  weight  per  passenger :  Divide  "  Weight  of  cars  "  by  "  Total  passen- 
gers carried." 

30.  Average  mileage  per  passenger  locomotive  per  year:  Divide  "6.  Passen- 
ger-locomotive mileage*^  by  "5.  Average  number  locomotives  in  pass^ger 
service." 
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Baltimore  &  Ohio  ^Exhibit  No.  2. 

ll-year  ftncMcial  statements  and  operating  statements  of  the  Baltimore  d  Ohio 

system, 

[Presentation  by  George  M.  Bbrlyer.] 
1.   STATEMENTS    OF   THE  BALTIMORE   ic   OHIO    SYSTEM. 

Statements  and  summaries  entitled  "The  Baltimore  &  Ohio  system*'  are 
filed. 

Lines  included  in  system  statement, — The  lines  included  in  the  system  state- 
ment are  all  those  now  reported  by  the  Baltimore  &  Ohio  Railroad  C5o.  direct 
to  the  commission,  and  the  Staten  Island  Rapid  Transit  Railway  Co.  and  the 
Staten  Island  Railway  Co.,  both  of  which  make  separate  reports  to  the  com- 
mission. 

Some  jointly  owned  lines,  chiefly  terminal  companies,  such  as  the  Washington 
Terminal  CJo.,  are  not  included. 

Method  of  compilation. — Intercorporate  ownerships  and  dividends  on  stock 
and  interest  on  funded  debt  paid  and  received  through  such  intercorporate 
holdings  have  been  eliminated.  The  figures  shown,  therefore,  in  all  cases  are 
the  results  after  such  elimination.  Adjustments  have  been  made  as  noted  on 
the  statements  of  operation  and  income  accounts  for  the  purpose  of  proper 
comparison. 

Revenues  and  expenses  of  outside  operations  since  1908  have  been  distributed 
to  the  respective  revenue  and  expense  accounts  to  afford  comparison  with  the 
period  prior  to  that  year. 

The  lines  now  making  separate  reports  to  the  commission— the  Staten  Island 
Rapid  Transit  Railway  and  the  Staten  Island  Railway — have  together  a  prop- 
erty investment  account  aggregating  $6»426,000  and  total  operating  revenue  of 
$1,494,000. 

2.    STATEMENTS    OF   THE   BALTIMORE   it    OHIO    RAILROAD    CO. 

Similar  statements  and  summaries  for  the  Baltimore  &  Ohio  Railroad  GOwt 
corresponding  to  the  reports  made  by  that  company  to  the  commission  and 
compiled  along  the  same  general  lines  as  the  system  statements,  are  now  filed, 
entitled  "  The  Baltimore  &  Ohio  Railroad  Co.,  No.  1."  My  detailed  references 
will  be  confined  to  these  last  statements. 

Period  covered  and  comparisons  made, — ^The  statements  cover  a  period  of  11 
years,  from  1903  to  1913,  inclusive.  The  10  years  to  1912,  inclusive,  are  sum- 
marized in  averages  for  two  5-year  periods — one  1903  to  1907,  inclusive,  aM 
one  from  1908  to  1912,  inclusive — and  comparisons  drawn  between  those  two 
perioda  The  average  of  the  10-year  period  to  1912  Is  also  shown.  The  year 
1912  is  shown  in  comparison  with  the  10-year  average  and  with  the  year  1910, 
and  the  year  1913  is  shown  in  comparison  with  1910. 

Increase  in  property  investment. — The  roads  which  since  1909  have  been  In- 
cluded in  the  reports  to  the  commission  by  the  Baltimore  k  Ohio  Railroad  Co^ 
and  which  made  separate  reports  prior  to  that  date,  are :  The  Valley  Railroad 
CJo.  of  Virginia ;  Cleveland  Terminal  &  Valley  Railroad  Co. ;  Cleveland.  Lorain 
&  Wheeling  Railway  Co.;  Ohio  &  Little  Kanawha  Railroad  Co.;  Ravenswood. 
Spencer  &  Glenville  Railway  Co. ;  and  the  Ripley  &  Mill  Creek  Valley  Railroad 
Co.     (Separate  reports  of  this  last  road  were  discontinued  in  1903.) 

The  Baltimore  &  Ohio  Railroad  Co.  has  acquired  practically  all  the  outstand- 
ing stock  and  assumed  all  the  outstanding  bonds  of  the  corporations  whose 
lines  make  up  the  mileage  shown  in  the  statement.  Since  1909  they  have  all 
been  included  in  the  Baltimore  &  Ohio  Co.*s  operations  and  so  reported  to  the 
commission.  In  making  up  the  11-year  statements  on  a  comparative  basis, 
therefore,  these  lines  were  included  as  of  1903  and  subsequent  years,  on  the 
basis  of  their  final  cost  to  the  Baltimore  &  Ohio  Co. 

In  case  I.  C.  O.  3400,  this  company  did  not  make  it  sufllclently  dear,  and 
there  was  apparently  some  mlsunderRtandlng  as  to  basis  of  ita  "  Property  In- 
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veettnent "  account.  Therefore  I  aie  a  statement  marked  "  Baltimore  &  Ohio 
Railroad  CJo.  No.  2,"  showing  how  the  **  Property  investment "  is  compiled. 

The  statement  shows  the  Increase  of  property  investment,  1913  over  1908.  to 
be,  In  round  thousands,  $115,184,000,  and  the  Increase  in  1913  over  1910, 
$66,016,000.  The  property  Investment  per  mile  of  road,  which  in  1903  was 
$92,472,  in  1913  was  $11^091 ;  for  all  tracks  it  was  $53,779  and  $59,545,  respec- 
tively. It  also  shows  that  practically  the  entire  increase  in  "  Property  invest- 
ment "  in  this  period  is  due  to  new  construction  and  additions  to  equipment 

Expansion  of  facilitiea.— In  the  10  years  between  1903  and  1913  the  total 
miles  of  track  owned^  increased  1,210  miles.  Of  this,  363  was  main  track,  but 
only  32  miles  was  first  main  track,  showing  that  there  was  practically  no  exten- 
sion of  lines,  but  a  very  considerable  addition  to  the  track  facilities  in  the 
territory  immediately  served  by  the  company's  lines. 

There  was  an  increase  in  total  tractive  power  of  locomotives  in  1913  over 
1903  of  66.74  per  cent  and  over  1910  of  22.42  per  cent ;  and  in  total  capacity  of 
freight  cars  (tons),  1913  over  1903,  30.13  per  cent,  and  in  1913  over  1910,  19.22 
per  cent. 

I  file  statements  marked  "  Baltimore  &  Ohio  Railroad  Ob.  No.  3,"  showing 
equipment  acquired  and  cost,  and  "  No.  3-A,"  giving  bv  accounts  the  expendi- 
tures for  construction  from  1910  to  1913.  These  charges  aggregate  $36,453,000. 
and  include  the  following  items  which  make  for  better  conditions  and  safety, 
namely : 

Elimination  of  grade  crossings $1, 554, 000 

Block  signals  and  interlocking 729,000 

Improved  station  facilities 1,803.000 

Increased  weight  of  rail 423,000 

Increased  weight  of  bridges 1, 227, 000 

Increase  in  business. — ^The  service  rendered  shows  the  following  increases: 
Tons  carried  1  mile,  1913  over  1903,  55.37  per  cent,  and  1913  over  1910,  19.03 
per  cent;  passengers  carried  1  mile,  1913  over  1903,  an  increase  of  23.31  per 
cent,  and  1913  over  1910,  5.47  per  cent 

In  the  period  1903  to  1913  total  operating  revenues  grew  from  $68,178,000  to 
$103,329,000,  the  earnings  for  the  year  1913  being  the  greatest  in  the  history  of 
the  company,  and  an  increase  of  51.56  per  cent  over  1903  and  14.60  per  cent 
over  1910. 

Net  operating  income  *w  relation  to  property  investment, — The  net  operating 
income,  which  in  1903^  was  $254,266,000  and  in  1910,  $23,999,000,  in  1913  was 
only  $23,247,000.  While  property  Investment  in  1913  Increased  $115,184,000 
over  1903  and  the  business  handled,  as  reflected  in  operating  revenues.  Increased 
$35,151,000,  the  net  operating  income  decreased  $1,019,000.  Comparing  1913 
with  1910,  while  the  property  investment  increased  $56,016,000  and  the  operat- 
ing revenue  increased  $13,166,000,  the  net  operating  income  decreased  $751,000. 
In  other  words,  comparing  1913  with  1903,  after  Increasing  property  investment 
28.66  per  cent  and  increasing  gross  business  51.56  per  cent,  there  was  actually 
not  only  no  return  on  the  new  Investment,  but  an  absolute  shrinkage  of  income 
of  over  $1,000,000  compared  with  what  it  was  at  the  b^gining  of  the  period. 

The  decreasing  return  on  property  investment  is  clearly  shown  In  the  item 
•*Per  cent  of  return  on  property  investment"  This,  which  in  1903  was  6.04 
per  cent,  reached  the  point  of  highest  return  In  1906,  when  it  was  6.24  per  cent ; 
in  1910  it  was  5.20  per  cent ;  and  In  1913,  4.50  per  cent.  For  the  flrst  period 
of  6  years  to  1907,  inclusive,  the  per  cent  on  property  Investment  was  6.80  per 
cent,  but  in  the  second  6-year  period  to  1912,  Inclusive,  It  had  fallen  to  4.69 
per  cent  Compared  with  the  average  of  5.22  per  cent,  for  the  10-year  period, 
the  3  years  1911,  1912,  and  1913  combined  show  an  average  tetum  of  4.57  per 
cent 

Net  corporate  income  in  relation  to  capital  obligations, — ^The  total  capital  ob- 
ligations of  the  company,  which  at  June  30,  1903,  were  $431,018,000,  at  June 
80,  1913,  were  $669,700,000.    These  capital  obligations  represent  Investments: 

(a)  Property  Investmwit . $617,000,000 

(&)  Working  assets  in  excess  of  working  liabilities 9, 000, 000 

(o)  Other  investments  (which  in  1913  had  a  return  of  over  5  per 

cent) 82, 000, 000 

608,000,000 

« 
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The  net  corporate  income  plus  interest  on  funded  debt — that  is,  the  fund 
available  for  interest  and  dividends  on  existing  capital  and  as  a  margin  for  the 
basis  of  credit— was  in  1903  equal  to  5.70  per  cent;  in  1910,  5.12  per  cent;  and 
In  1913,  4.8  per  cent.  For  the  5-year  period  to  1907,  inclusive,  it  was  5.65  per 
cent,  and  for  the  second  5-year  period  to  1912,  inclusive,  4.81  per  cent.  Com- 
pared with  the  10-year  average  of  5.21  per  cent,  the  return  In  1913  was  only 
4.78  per  cent 

The  decreased  return  on  property  investment  and  on  total  obligations  is 
shown  to  be  due  chiefly  to  the  increasing  cost  of  operations.  The  operating 
revenues  and  expenses  are  shown  in  the  second  statement  submitted,  entitled 
•*  Operating  reven^aes,  expenses,  and  taxes." 

Total  operating  revenue  (including  outside  operations)  in  1903,  was  $68,- 
378,000;  in  1913,  $103330,000.  The  increase  in  revenue  in  1913  over  1903  was 
51.56  per  cent,  and  that  in  operating  expenses  83.03  per  cent. 

The  ratio  of  expenses  to  total  operating  revenue  shows  a  tend^icy  upward 
which  has  been  particularly  noticeable  since  1910.  This  ratio,  which  in  1908 
was  61.25  per  cent  and  in  1910,  70.09  per  cent.  In  1913  was  73.96  per  cent  The 
five-year  average  to  1907,  inclusive,  was  65.27  per  cent,  and  the  5-year  average 
to  1912,  inclusive,  was  71  per  cent. 

Taxes  in  1913,  at  $3,113,000,  show  an  hicrease  of  $643,000,  or  26.05  per  c«it, 
over  1910  and  129.89  per  cent  over  1903. 

When  taxes  are  included,  the  ratio  of  total  operating  expenses  to  operating 
revenues  is  found  to  be  as  follows:  1903,  63.24  per  cent;  1910,  72.83  per  cent; 
3913,  76.97  per  cent. 

(Comparing  1913  with  1903,  total  operating  expenses  increased  $34,671,000. 
This  Increase  was  distributed: 

Maintenance  of  way $7,506,000 

Maintenance  of  equipment 9,734,000 

Transportation 16, 189, 000 

General  and  traffic 1,242,000 

Such  a  wide  difference  on  practically  the  same  miles  of  road  indicates  not 
only  greatly  increased  costs,  but  also  enlarged  facilities,,  as  well  as  higher 
standards  now  required  both  in  maintenance  and  tran^)ortation. 

Ck>mparing  1913  with  1910,  total  operating  expenses  increased  $13,232,000. 
This  increase  was  distributed: 

Maintenance  of  way ^ $2,215,000 

Maintenance  of  equipment 2,136,000 

Transportation 8, 119, 000 

General  and  traffic 762,000 

General  and  traffic  expenses  combined  increased  in  1913  over  1930,  $762,000, 
and  absorbed  of  the  operating  revenue  4.23  per  cent  and  4  per  cent  In  the  re- 
spective years:  Total  maintenance  expenses  increased  $4,351,000  and  consumed 
31.70  per  cent  of  the  operating  revenue  in  1913  and  31.51  per  cent  in  1910,  and 
transportation  expenses  Increased  $8,119,000,  talcing  38.04  per  cent  of  the  oper- 
ating revenue  in  1913  and  34.60  per  cent  in  1910. 

The  increase  in  business,  as  reflected  in  the  increase  of  14.60  per  cent  in 
operating  revenues,  accounts  for  a  large  part  of  the  increase  in  total  operating 
expenses. 

The  ratio  is  affected  also  by  decrease  in  gross  revenues  due  to  decrease  in 
rates.  It  is  estimated  that,  owing  to  reductions  in  rates  and  changes  in  class!- 
flcation,  this  company's  revenues  have  been  reduced  in  the  fiscal  year  1913  by 
not  less  than  $900,000. 

I  file  a  statement  marked  "  Baltimore  &  Ohio  Railroad  Co.  No.  4,*'  showing 
basis  of  this  estimate,  which  is  the  result  of  a  thorough  examination  of  the 
waybills  for  the  entire  months  of  October,  1912,  February,  1913,  and  August 
1913,  and  checking  same  against  the  tariffs  in  effect  for  the  correq;)onding 
months  of  1910. 

Such  increase  in  expenses  as  may  not  be  so  accounted  for  is  in  a  general  way 
indicated  in  the  Increased  ratio  which  operating  expenses  bear  to  gross  reve- 
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nues.    The  Increase  of  3.87  in  ratio,  1913  over  1910,  equals  $13,232,000.    Some 
of  the  factors  contributing  to  these  increased  expenses  are : 

Increase  in  wages,  1913  over  1910,  due  to  increased  rates  of  pay  and 

changes  in  working  conditions $4,000,000 

Increase  in  cost  of  locomotive  fuel,  due  to  increase  of  price 448, 000 

Increase  in  cost  of  cross-ties,  due  to  increase  of  price 183, 000 

Increase  due  to  various  legislative  acts 298, 000 

Tables  have  been  prepared  showing  these  matters,  which  I  file,  marked 
"  Baltimore  &  Ohio  Railroad  Co.  Nos.  5,  6,  and  7." 

The  statement  regarding  fuel  consumption  shows  that  the  total  cost  of  fuel, 
1913  compared  with  1910,  increased  $898,000,  about  one-half  of  the  increase 
being  due  to  increased  price,  the  other  to  increased  consumption. 

The  table  also  shows  that  in  freight  service  the  consumption  per  100  ton- 
miles  in  1913,  compared  with  1910,  decreased  9  per  cent,  the  cost  per  100  ton- 
miles  being  identically  the  same  in  both  year,  the  decreased  consumption 
entirely  overcoming  the  increase  in  price. 

Features  in  freight  and  passenger  service. — ^A  statement  Is  also  filed,  marked 
•*  Baltimore  &  Ohio  Railroad  Co.  No.  8,"  Illustrating  some  of  the  features  of 
operation  for  the  years  1909  to  1913,  inclusive.  This  statement  shows  that 
while  the  total  tons  1  mile  increase  18.60  per  cent,  1913  over  1910,  the  freight 
train-miles  decreased  15  per  cent.  Coincident  with  the  decrease  iu  train-miles, 
the  average  trainload  of  revenue  freight,  which  was  442  tons  in  1910,  rose  to 
619  tons  in  1913,  or  an  increase  of  40  per  cent.  The  average  number  of  loaded 
cars  per  train  increased  26.4  per  cent.  The  average  miles  per  cur  per  day  do- 
creased  11  per  cent  The  tons  per  loaded  car-mile  in  1910  was  24.1  tons,  and 
in  1913,  26.7  tons.  The  average  capacity  of  freight  cars  increased  10.8  per 
cent  and  the  average  load  per  loaded  car  (including  company's  freight)  in- 
creased 10.8  per  cent 

The  effect  on  the  Baltimore  &  Ohio  Railroad  Co.'s  income  for  1913  of  the 
changes  which  have  come  about  since  1910  might  be  summarized  as  follows: 

By  reason  of  reduction  in  rates,  revenues  have  been  decreased 

(which  has  the  effect  of  a  charge  against  Income) $900,000 

Expenses  were  added  to  by — 

Increases  in  wages 4,000,000 

Increase  in  price  of  ties 183,000 

Increase  in  pnc<^  of  fuel ^ 448,000 

Increase  due  to  various  legislative  enactments 293„000 

Increase  in  taxes 643, 000 

Total  expenses  and  tax^ 6,467,000 

The  increase  of  $56,016,000  in  property  Investment  calls  for  an  aver- 
age interest  charge  of  something  over,  but,  say,  5  per  cent  per 
annum 2, 800, 000 

Total 9, 267, 000 

The  surplus,  after  paying  interest  and  dividends  in  1910, 

was ^ $4, 773,000 

And  in  1918  it  was 1,906,000 

Reductions  of  surplus 2,867,000 


Showing  that  with  improved  facilities.  Increased  supervision,  and 
consequent  increase  in  trainload,  carload,  etc.,  there  has  been 
overcome  in  the  operations  of  the  road  for  the  year  1913  Increased 
expenses  and  charges  approximating 6, 400, 000 
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Baltimore  &  Ohio  Exhibit  No.  3. 

SUMMARY   SHOWING  COMPARISONS  OF  REVENUES  AND   EXPENSES 
BALTIMORE  &  OHIO  RAILROAD  FOR  FISCAL  YEAR  1913  OVER  1010. 

The  Baltimore  d  OMo  R,  R.  Co,  income  ctccount 
[Page  1;  D  denotes  decrease,  deficit,  or  debit.) 


Ftooalyear 

sndmg 

JuneSO, 

1910. 

Ratio. 

Ftooalyear 

ending 

June30, 

1913. 

Ratio. 

Increase  or 

decrease. 

Amount. 

PeroMit. 

Railway  operating  income: 
Rail  operations- 
Freight  revenue 

$69,406,113 
14,485,586 
1,176,844 
1,715,157 
1,327,736 

787,827 

180,194,490 
16,537,078 
1,205,159 
1,909,662 
1,687,954 

1,021,899 

$10,788,377 

1,061,403 

28,815 

194,395 

360,238 

234,072 

15.6 

7.3 

Mali  revenue 

3.4 

E  rpreas  revenue 

11.3 

Revenue  from  other  than  trans- 
pnrtation    

37.1 
29.7 

Total  operating  revenue 

88,901,262  1 

101,666,132 

12,664,880 

14.2 

Opiating  expenses: 

Mainfrnanp*^  of  way. .            ........ 

11,661,410 
16,873,776 

1/877,204 
29,738,992 

1,682,419 

13.12 
18.42 

2.11 
33.45 

1.89 

14,019,620 
18,823,210 

2,026,274 
37,274,397 

2,136,137 

13.80 
18.04 

3.00 
36.70 

3.10 

2,368,310 
1,049,434 

149  070 
7,635,406 

458,718 

-^ 

Maintenance  of  eanfDm<n^t 

11.9 

Trafilo 

7.9 

Transportation 

35.3 

General 

37.0 

Total  q[>erating  expenses 

61,333,801 

68.99 

73,779,638 

73.64 

12,445,837 

X.Z 

27,567,451 

37,776,404 

309,043 

.8 

Outside  operations: 

Total  revenues 

1,262,149 
1,881,782 

1,773,861 
2,648,172 

611,712 
786,890 

4a5 

Total  expmses 

413 

Net  revenue— outside  operations 

D  599,634 

D  874,311 

D  274,677 

45.8 

26,967,818 
2,469,964 

26,902,183 
3,113,382 

D  66,636 
648,418 

D.3 

Tax  aoomals 

210 

Railway  operating  income 

24,497,854 

23,788,801 

D  709,053 

D3.9 

Other  inoome: 

Joint  facilities— Cr 

495,621 

466,974 

3,256,408 

603,880 

461,616 

4,146,712 

108,369 
D  6,361 
891,809 

31.9 

Miscellaneous  rents — Or 

Dl.l 

Other  income 

37.4 

Total  other  inoome 

4,217,808 

5,212,205 

994,307 

3S.6 

Gross  inoome  ...r.r.r..r...-r^^ .T.-r. 

28,715,752 

29,001,006 

385,354 

1.0 

Deductions  from  gross  income: 

Hire  of  equipment— debit  balance. . . 

Joint-fboility  rent  deductions 

Miscellaneous  rent  deductions 

Interest  deduction  for  funded  debt 

items) . 

437,663 

863,377 

170,206 

10,644,868 

361,968 



627,139 

849,687 

129,965 

13,837,799 

174,806 

189,486 

D  3,690 

D  40,833 

3,193,tBl 

D  187,663 

43.3 

D.4 

D217 

SOLO 

D5L8 

Total  deductions 

12,468,165 

16,618,896 

3,150,731 

25.3 

- 

Net  inoome 

16,347,687 

13,882,111 

D  3,866^76 

D  )7.$ 

Disposition  of  net  Income: 

Dividend  appropriation  of  inoome— 

Preferred  stock,  4  per  cent 

Common  stocky  6  per  cent 

2,856,676 
9,118,586 

3,364,891 
9,130,976 

D784 
3,440 

-  - 

D.OI 

Total  appn^riations 

11,474,211 

11,476,867 

1,666 

1 M 

Inoome  balanoe 

4,778,376 

1,906,344 

D  3,867432 

Doai 
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Bai/omobb  <fc  Ohio  Exhibit  No.  3— Continued. 

SUMMARY  OF  INCREASE  AND  DECREASE  1013  OVER  1910. 


Amount. 


Percent. 


OroB  operetiog  levenue. 
PMibnger-train  levenne. 

Freii^t-train  levnoe 

Paesenger  train-miles.... 

Pusengen  1  mile 

ReTenue  tons  1  mile. . . . 


$12,684,879 
11,061,488 

•10, 786,  an 

41. 757;  768 
^2^,544,700 


14.2 
7.8 

1&.6 
2.4 
fi.3 

19.0 


Note.— Increaw  in  rates  of  pay  will  not  agree  with  Exhibit  A,  as  figures  diown  in  this  ezl^ibit  were 
based  on  total  pay  roll,  while  figures  shown  on  following  sheets  were  based  on  disbursement  accounts. 

GBNBBAL  BXPBNgBS. 
Amount : 

Increase 458t718 

Bi^tlo 6.21 

Per  cent 27.  07 

The  increase  in  ratio  is  equivalent  to $216,726 

Items  contributing  to  this  increase: 

Salaries  and  ezpenpes  of  general  officers 866,  707 

Increase  in  rates  of  pay  of  clerks  and  attendants 107, 054 

Transfer  of  account  work  from  departments  to  general  office 81,  730 

Installation  of  new  forays  and  supplies  aooouBt  of  adoption  of 
daily  system  of  accounting,  throwing  additional  work  to  gen- 
eral offlce  and  relieving  agencies 69,746 

Printing  stocks  and  bonds  and  expenses  account  of  convertible 

bond  issue,  etc 65,957 

Bxpenses  in  connection  with  new  loss  and  damage  bureau  es- 
tablished to  investigate  claims  and  reasons  therefor,  with  a 

view  to  overcoming  causes 21,  224 

Expenses  account  of  revaluation 18,063 

Employees*   magazine  to  inform  and  interofit  employees  as  to 

railroad  bustfiess ^^V 

Increase  in  pensions  paid 19,050 

409.358 

TRAFFIC   EXPENSES. 

Amount:  _^ 

1910 1, 877,  204 

1913 2. 026,  274 

Increase 149,  070 

Eado  (decrease) 0. 10 

Per  cent !•  0 

On  the  same  ratio  basis  as  1910,  decrease  is  equivalent  to $106,405 

Increase  due  to  outside  agencies 142,419 

I  r      ,      ■  I 

MAINTENANCE  OF  WAY  EXPENSES. 
Amount : 

1910 $11.  661,  410 

l5l8 14.  019,  620 

Increase 2.  358.  210 

lUitlo 0.68 

Per  cent 2^2 

»*— 

Increase  in  ratio  is  equivalent  to -___-_         $685.  100 

Increase  rates  of  pay,  etc 'S?S*5Ji; 

Increase  directly  allocated  to  flood  expense 512' 255 

Increase  price  of  ties 183,  390 

Increase  price  of  rail ^ll' 55; 

BialtiteBattce  additional  Interlocking  and  automatic  signals 53,  224 


Inosease  ties. 

Increase  stone  ballast t<"»« 

Rail  laid  decreased: 

New 3^- 

Repair ao - 


1  Will  not  agree  with  Exhibit  A,  retes  of  pay. 
4010(>— S.  Doc.  466. 63-2— vol  1 39 
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MAINTENANCE  OF  EQUIPMENT  EXPENSES. 
Amoont: 

1010 116,373,770 

1918 18,878,210 

Inoreaae 1,940,414 

Ration  (deoroase) 0.18 

Percent 11.0 

On  basis  of  same  ratio  88 1910,  deoeaae  is  equiTnlent  to. 888,49 

Increase  due  to  rates  of  pay $799,054 

Increase  due  to  superintendence 83,300 

Incnase  due  to  flood  expense 41,391 

Incnase  due  to  equipment  put  out  <rf8enrioe  and  rebuilt 809,078 

Repairs i  684, 793 

Depreciation 994,480 

2»ltt,679 


Increase  account. 

Repairs. 

Renewab. 

D^rnda- 

TotaL 

Locomotive 

$830,781 
28  092 

1684,162 
62,606 

$282,575 

1,560 

441,378 

71,477 

$377,300 

44,008 

562,641 

01486 

7L736 
819^767 

Pnfii«nFw car.. .. 

FmiJMfar 

WcrJEcar ^ 

TotaL 

227,217 

796,960 

003,510 

a,ai7,?B7 

TRANSPORTATION  EXPENSES. 
Amount : 

Ratio L24 

Per  cent 26.8 

The  increase  of  8.24  in  ratio  Is  equivalent  to $8,803,648 

Increases  contributing  to  this  figure  are: 

Superintendence,  account  increased  supervision $288,704 

Increases  due  to  changed  rates  of  pay  and  working  condi- 
tions   •  2, 171, 697 

Increases  due  to  increased  price  of  fuel 448,  834 

Increases   due   to   detouring   trains   account   Sand   Patch 

Tunnel  cave-in  and  floods 194,678 

Increases   due   to   cleaning,    heating,    lighting,    icing   and 
watering,  and  other  expenses  on  passenger  cars,  account 

demand  for  better  service 92,736 

Increases  due  to  amounts  paid   to  employees  on   safety 

committee 4, 802 

Increases  due  to  conference  committee  of  managers.  New 

York,  on  wage  matters 27,647 

Increases  due  to  bureau  of  explosives 1, 699 

Increases  due  to  interlocking,  block  signals,  etc 66,376 

Increases   due    to    crossing   protection — flagmen,    supplies, 

and  lighting  of — 22,085 

3,806.066 

The  economies  of  increased  train  load,  with  the  attendant  change  in  oper- 
ating conditions,  nd  doubt  resulted  in  additional  damage  to  shipments,  as 
the  loss  and  damage  expenses  increased  out  of  proportion  to  the  earnings.  699, 276 

This  amount  was  largely  contributed  to  by  reason  of  a  more  exacting  public 
requiring  the  railroad  company  to  pay  for  every  loss  and  damage  where 
formerly  claims  were  not  presented  in  many  instances,  and  in  many  cases 
the  railroads  were  allowed  relatively  low  prices  in  making  settiement. 
Injuries  to  persons  increased  out  of  proportion  to  the  revenue  largely  due 

to  broader  liability  to  employees  under  new  statutes 201,921 

4,109.268 

EFFECT  OF  REDUCTION  IN  RATE  PER  TON-MILE. 

As  indicated  by  the  per  cent  of  increased  revenue  ^and  ton-miles,  it  is  evi- 
dent the  revenue  did  not  increase  in  proportion  to  the  tonnage  handled,  a 
decrease  of  0.017  cent  per  ton-mile  earned,  and  on  the  assumption  that 
the  character  of  traffic  would  not  aifect  the  average,  the  loss  in  revenue  ^^^^ 

is  equivalent  to $2,483,022 

It  is  estimated  that  the  actual  rate  decrease,  however,  represents  in  earnings 

a  loss  of  (which,  if  included  in  1915  revenue,  would  have  resulted  in  a  _  ^ 

ratio  of  71.96  compared  with  72.04) 967.619 

*Will  not  agree  with  Exhibit  A,  rates  of  pay. 
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SUMMARY    SHOWING   COMPARISON   OF   REVENUES   AND    EXPENSES 
BALTIMORE  &  OHIO  RAILROAD  FOR  FISCAL  YEARS  19ia-1012. 

The  Baltimore  d  Ohio  R,  R.  Co. — Income  account. 
[Page  1;  D  dcDOtas  decrease  or  deficit.] 


Fiscal  year 

endinff 

Junelo, 

1912. 

Ratio. 

Fiscal  year 

endin£ 

Junelo, 

1913. 

Ratio. 

Increase  or  decrease. 

Amount. 

Percent 

RailwaY  operating  Inoome: 

Fndffht  revcnne r  r  t 

t72,4«6,644 

14,754,012 

1,120,102 

1,740,703 

1,570,797 

030,204 

180,194,490 

15,537,078 

1,205,159 

1,909,552 

1,687,954 

1,021,899 

r,  728, 946 

782,166 

84,997 

162,849 

117,157 

85,695 

10.7 

Passenger  rereniie 

5.3 

7.6 

Express  revenue 

9.3 

Other  transportation  reyenoe. . . 
Revenue  from  other  than  trans- 
portation  

7.5 
9.2 

Total  operating  revenue 

92,504,323 

101,556,132 

8,961,809 

9.7 

Operating  expenses: 

Maintenance  of  ^"i^yr    -  - 

11,365,454 
10,051,534 

1,950,509 
32,751,234 

1,990,710 

12.3 
18.0 

2.1 
35.3 

2.2 

14,019,020 
18,323,210 

2,026,274 
37,274,307 

2,136,137 

18.8 
18.0 

2.0 
36.7 

2.1 

2,654,165 

1,671,676 

75,675 

4,523,163 

145,421 

23.4 

10.0 

TraflU?.. ,,--T 

3.9 

TransDortation        

13.8 

General    

7.3 

Total  operating  expenses 

04,709,538 

09.9 

73,770,638 

72.6 

9,070,100 

14.0 

Net  revenue— rail  ODerations 

27,884,785 

27,776,404 

D  108,202 

D.4 

Outside  operations: 

Total  revenue r » , » r 

1,440,272 
2,112,912 
D  000,640 

1,773,861 
2,648,172 
D  874,311 

327,589 

535,26  0 

D  207, 671 

22.7 

Total  expen.*wff .,.,--^,^ 

26.3 

Net  revenue— outside  operations 

31.2 

Total  net  revenue. 

27,218,145 
2,783,195 

26,902,183 
2,960,905 

D  315,063 
177,710 

D1.2 

Tf^x  Mcmals ......r.r r 

0.4 

Railway  operating  Income 

24,434,950 

23,941,278 

D  493,673 

D2.0 

Other  inoome: 

Joint  i^KsiUties 

578,797 

370,863 

3,303,233 

609,880 

461,613 

4,146,713 

25,083 
90,751 
753,480 

4.3 

IftflMdlaneonff  rents 

24.5 

Other  inoome 

22.2 

Total  other  income 

4,342,892 

5,212,206 

860,314 

20.0 

Gross  income 

28,777,843 

29,153,484 

375,641 

1.3 

DeduoUons  from  gross  income: 

Hire  of  equipment— Dr.  balance 

Miscellaneous  rent  deductions 

Interest  deductions— funded  debt. . . . 

Miscellaneous  deductions  (aU  other 

items) 

528,554 

859,727 

13,028,454 

420,657 

627,139 

849,687 

13,837,799 

456,748 

98,584 

D  10,040 

800,345 

36.092 

18.7 

D1.2 

6.2 

8.6 

Total  deductions 

14,837,391 

15,771,372 

933,981 

6.3 

1 

Net  income 

13,940,452 

13,382,111 

D558,340 

D4.0 

Disposition  of  net  faicome: 

Dividend  appropriation  of  income- 
Preferred  stock,  4  per  cent 

Common  stock,  6  per  cent 

2,355,059 
9,121,073 

2,354,891 
9,120,976 

D167 
D97 

D.Ol 

Total  ^proiviatians 

11,476,131 

11,475,867 

D2A4 

2,464,321 

1,906,244 

D5.«i8.07fl 

D22.7 

' 
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SUinCARY  OF  INCREASE  AND  DB0REA8E,  l9iZ  OVER  1012. 


PcroaiL 


Gross  operating  revenue. 
Passenger  train  revenue. 
Freight  train  revenue .  • . 
PsswngM-  tcain-mikB. .. . 

Passengers  1  mile. 

Revenue  tons  1  mile ... 


$8,081,808.75 

ra»lM.12 

I7,7^4ft.67 

38,086,'851 
1,822,700,486 


01.7 
6.8 

ia7 

2LS 

5.1 
14.6 


Note.— Increase  in  rates  of  pay  will  not  agree  with  Exhibit  A,  as  figures  shown  in  this  exhibit  were  baaed 
on  total  pay  roll,  while  figures  shown  on  the  following  sheets  were  oased  on  disburaement  aooounts. 


GENERAL  EXPBN8E». 
Amount : 

1912 |1. 990,  715.  89 

1913 2. 136. 137. 08 

Increase 146,  421. 19 

Ratio  (decrease) 0.1 

Per  cent 7. 6 

The  decrease  In  ratio  is  equivalent  to  (decrease) $101,556 

Items  contributing  to  the  increase  over  1912 : 

Printing  stocks  and  bonds  and  expense  in  connection  with 

convertible  bond  issue,  etc $74,  777 

J        Pay  roll  connected  with  new  loss  and  damage  bureau  ee- 
tablished  to  investigate  claims  and  reasons  thereof,  with 

view   to  arriving  at   eau^s 18,  332  • 

Expenses   account   of    revaluation 18,068 

Employees'   magasine  to  inform  and  interest  employees  as 

to  railroad  business 9,827 

Increase  in  pensions  paid 56,771 

177. 770 

TRAFFIC  EIXPENSBS. 
Amoimt : 

1912 $1,  950,  590 

1913 2, 026, 274 

Increase 75,675 

Ratio   (decrease) 0. 1 

Per  cent 3. 9 

—  — — 

On  the  same  basis  as  1912,  decrease  Is  equivalent  to  (decrease) $101,556 

Items  contributing  to  the  increase  over  1912 : 

Outside    agencies $68,089 

Advertising  account  of  flood 3,976 

72,065 

MAINTENANCE  OF  WAY  EXPENSES. 
Amount: 

1912 Hb^lHi 

1013 14,010,080 

Increase 2,654,166 

Ratio IJ^ 

Percent P-J^ 

Increase  in  ratio  is  equivalent  to $1,53J,S41 

Items  contributing  to  this  increase: 

Increase  in  rates  of  pay,  roadway  and  track $122,608. 

Repairs  to  Sand  PaV£,  Cambridge,  and  Kings  Tunnels 27,660 

Signal  and  interlocking  plants 50,068 

Buildings,  fixtures  and  grounds 422,820 

Increased  supervision 20, 468 

Tie  renewals 482,208 

Extraordinary  expenditure  account  of  flood 618,060  

1,608,360 


Amount. 

Percent. 

Increased  ties 

632,000 

^588 

14  628 

10,427 

aas 

Tons  stone  ballast r..., rr ,-,» 

7S.I 

Tons  new  rail ..          ,.,,., ...r T,rr r--,-, 

20.4 

Tons  repair  rail r-.^-..t^-...,.. »» ^-r 

4LS 
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Baltiicorb  &  Omo  Exhibit  No.  4—Coittinued. 

MAINTENANCE  OF  EQUIPMENT  EXPENSES. 

Amount: 

1912 $16,661,634 

1918 18,823,210 

iDorcsM 1,671,676 

Ratio aO 

Percent ia04 

Thtro  WB8  no  increase  in  ratio. 

Items  ocntrlbating  to  the  increase  in  expense  over  1012: 

Increased  rates  of  pay ^?!&2^ 

Increased  scmervldan U,Tt9 

Equipment  lost  and  damand  by  flood *  uSl*^^ 

Bqu4>mentputoutof8erv1oeandrelmflt iW,206 

Report  account  output,  tncluding  shop  ma<^1nary  and  tools •••..  6B,192 

D^redatian ttl,666 

1,674,684 
[D  denotes  decrease.! 


Increase  aeooont  ol^ 


R^patoi. 


Renewals. 


Dforeoia- 


TotaL 


LoooBotive* 
Passenger  oai 
MIOSIS. 
Work  can... 

Total., 


1767,826 

D  88, 090 

84,441 

46,736 


8260,914 

D  6,128 

168,883 

69,W4 


8100,067 
24  066 

76,848 
8^480 


81.106,807 

018,102- 

824,167 

n6;uo» 


866,482 


460,668 


200,206 


1,684,481 


TEANflPORTATION    EXPENSES. 
Amount : 

Increaae  .1 4, 628, 168 

Per   ©mtl™™™™ -™™  is!  8 

Tlie  Increase  of  1.4  per  cent  ratio  is  equivalent  to $1,421,780 

Items  contributing  to  this  increase: 

Increased  superyision $46, 828 

Changed  rates  of  pay  and  worUng  conditions 778.  oo7 

Increased  price  of  fuel . .-  646,667 

Detourlng  trains  account  Sand  Patch  Tunnel  and  floods 177,782 

Conference  committee   of  managers  at  New   York  on  wage 

matters ^ 22, 188 

$1,566,462 

The  economies  of  increased  train  load,  with  the  attendant  changes  in  operat- 
ing conditions  no  doubt  resulted  in  additional  damage  to  shipments,  as 
the  loss  and  damage  expenses  Increased  out  of  proportion  to  the  earnings —  344,  978 

This  amount  was  largely  contributed  to  by  reason  of  a  more  exacting  public 
requiring  the  railroad  company  to  pay  for  every  loss  and  damage  where 
formerly  claims  were  not  presented  in  many  instances  and  in  the  ma- 
jority of  cases  the  railroads  were  allowed  the  very  lowest  priee  in  making 
settlement. 

EFFECT  OF  REDUCTION  IN  RATE  PER  TON-MILE,  1918  OVER  1912. 

As  indicated  by  flie  per  cent  of  increased  revenue  and  ton-miles,  it  is  evident 
that  the  revenue  did  not  increase  in  proportion  to  the  tonnage  handled 
(0.020  per  ton-mile  earned),  and,  on  the  assumption  that  the  character  of 
traiBc  would  not  affect  the  average,  the  loss  in  revenue  is  equivalent  to —  $2,  862, 626 
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Baxtimobe  &  Ohio  Exhibit  No.  5. 

SUMMARY    SHOWING    COMPARISON    OF    REVENUES   AND    EXPENSES 
BALTIMORE  &  OHIO  RAILROAD  FOR  FISCAL  YEARS  1910-1909. 

The  Baltimore  d  Ohio  R,  R,  Co.  income  account 
[D  denotes  deoreaaa.] 


Fiscal  year 

ending  June 

30, 1910. 

Ratio. 

Fisoalyearl 
ending  June,  Ratio. 
30,1909.    ' 

Increase  or  decrease. 

Battway  operating  Income: 

ie0,408,113 

14,485,085 

1,716,157 

1,176,844 

1,327,728 

787,827 

858,355,112   

13,651,238  ' 

1,628,617  , 

1,26?  967   

1,038,087  ; 

688,886  1 

Amount. 
$11,053,001 
034,847 
191,640 
D  79, 123 
289,690 
96,942 

Per  can. 
18.9 

8.9 
12.6 

8.3 
37.9 
14.4 

Pmenffer  trafl^c       ....-- 

BxiwftM  traffic • 

TnuMnnrtAHnfi  mail .r,.r-r^ 

Operatioas  other  than  transportation. 

Omm  eamiiun  t^^ 

88,901,252 

76,412,866  ! 

12,488,396 

16.3 

Operating  expenses: 

ifAtotoiflnce  of  wav 

11,661,410 
16,373,776 

1,877,204 
29,738,992 

1,682.419 

13.12 
18.42 

2.11 
33.45 

1.89 

9,694,560 
11,810,607 

1,717,388 
26,348,960 

1,694,567 

12.60 
16.46 

2.25 
34.47 

2.09 

1,986.860 

4,663,269 

150,815 

3,392,023 

87.863 

20i3 
38.6 

9.3 
12.9 
6.5 

ifnint  AnATi(H>i  of  eniiinment 

Traffic 

(}figi0i^l                *..-..... 

Total  ooeratinE  ezoenses 

61,333,801      68.99 

61,163,981 

66.96 

10,160,820 

19.9 

NAt  rAvfwni A  from  onerations 

27,663,452   

26,248,876 

2,318,676 

9.2 

Oatdde  operations: 

Revenues  ...rT, 

1,282,149 
1,881,782 
D  509  634 

1,150,594 
1689,843 
D  539,249 

"ini." 

111,555 

171,939 

D  60, 684 

9.7 
10.2 

Expenses r r 

Net  revenues 

ILl 

Total  net  revenue «... 

26,987,818 
2,460,964 

24,700,626 
2,271,576 

2.268,192 
198,388 

9.1 
8.7 

Taxes  accrued 

Ontfatinff  income. 

24,497,864 

22,438,050 

2,050,803 

9.2 

Other  Income: 

Rents— loint  facilities 

495,521 
466,974 

1,541,777 
202,968 

1,381,863 
60,000 

648,173 
600,628 
1,463,852 
205,900 
626,076 
60,000 
52,729 

D52.6S2 
D  33,654 

D  2,982 

856,787 

D9.8 
D  6.7 

Rents,  miscellaneous 

Dividends  on  stock •..^....t^. ....... 

6.1 
Dl  4 

Interest  on  bonds 

Other  interest 

162.7 

ICisRellaneous .'. 

68,794  j 

16,065 

30.6 

Total 

4,217,898 

3,347,257 

870,641 

36  0 

Gross  comorate  tnoiHne 

28,715,752 

25,785,307 

2,930,444 

1L4 

Deductions:                         ,   , 

Joint  filcinties 

437,653 
853,377 
170,299 
10,644,868 
353  002 
8,966 

210,138 
923,990 
146,099 
10,180,463 
587,420 
1,192 

227,616 

D  70,613 

24,200 

464,406 

D  234,418 

7,774 

106.3 
D  7  6 

16.6 

Interest  funded  debt, . . .  ^  - ,  r ,  r 

4.8 

Other  interest 

D39.9 

Bubsidiarv  lines r , . . 

652  2 

Total 

12,408,165 

12,049,803 

418,863 

3.6 

Net  corporate  inocvne 

16,247,587 

13,736,006 

2,611,681 

18.3 

Preferred  stock,  4  per  cent 

2,355,675 
9,118,536 

2,400,000 
9,130,660 

D  44,326 
D  12,014 

D  L9 

D.l 

Total 

11,474,211 

11,530,660 

D  66,339 

D  5 

4,778,376 

2,206,456 

2,667,920 

116uO 

SUMMARY  OF  INCREASE  AND  DECREASE  1910  OVER  1909. 

Amount. 

Percent. 

Gross  operating  revenue 

42,890,097 
1,076,30^889 

16.3 

Passenger  train  revenue mi^ill.ll^l^lill^^^im.^m 

6.9 

Frei^  trs^  revenue 

Ul9 

Pasiwiger  train-miles 

2.1 

Passengers  1  mil* 

6.9 

Rf yende  tons  1  raile . . . , . , , 

It.7 

Note.— toorease  in  rates  of  pay  will  not  agree  with  exhibit  "A,"  as  figures  shown  in  this  exhibit  were 
based  on  total  pay  roU,  wfaito  figures  shown  on  (bUowing  aheeu  were  I 
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GBNERAL  EXPENSES. 
Amount : 

1909 11,  594,  657 

1910 1,  682,  419 


Increase 

Ratio  (decrease) 
Per  cent 


87.868 
0.20 
5.5 


The  decrease  in  ratio  is  equivalent  to . 1176,  617.  00 

Items  contributing  to  comparative  increase : 

Counsel  fees — court  costs,  etc $14, 900.  81 

Increase  in  pensions  paid 4,  390.  68 

Stocks  and  bonds — printing , 5,  553.  40 

New  typewriters  and  mactiines 27,009.94 

51.  854.  83 

TRAFFIC  EXPENSES. 
Amount : 

1909 II, 717,  388 

1910 1,  877,  204 


Increase 

Ratio  (decrease) 
Per  cent 


159,  815 
0.14 
9.31 


Decreased  ratio  is  equivalent  to |123,  068.  00 

Items  contributing  to  comparative  increase : 

Outside  agencies |88,  832.  96 

Reissue  of  tariffs  to  comply  with  law — 42,642.22 

131,  475.  17 

MAINTENANCE  OF  WAY  EXPENSES. 
Amount: 

1909 $9,694,660 

1910 11,661,410 

Increase 1,966,860 

Ratio 6.48 

Percent 2a  29 

Increesein  ratio  is  equivalent  to 1382,279 

Items  contributing  to  this  increase: 

Increase  in  wages .* 104,237 

Removal  of  snow,  sand,  and  ice 111,864 

Interlocker  plants  and  automatic  signals 21,662 

—       227,663 

Increase  in  maintenance  work  over  1909: 


Amount. 


Percent 


Increased  ties 

Increased  tons  new  raU . . . 
Increased  tons  repair  rail . 


80,496 
30,969 
21,872 


14.4 

85.6 
86.0 


MAINTENANCE  OF  EQUIPMENT. 
Amount: 

1909 111,810,607 

1910 16,373,776 

Increase 4,563,269 

Ratk) 2.98 

Percent 38.64 

Increase  in  ratio  is  equivalent  to 12,631,477 

Items  oontribtiUng  to  this  increase: 

Increased  rates  of  pay 8101,641 

Special  expense  account  labor  trouble 130,417 

Depreciation  account  increased  value  of  equipment 746,646 

Increased  supervision 24,271 

Locomotive  repairs  account  heavier  work 1,700,000 

Freifi^t-car  repairs  account  heavier  work 1,360,283 

Shop  machinery  and  tools  as  reflected  in  locomotive  and  freight  car  repairs 164,447 


[J>  denotes  decrease.] 


4,227,705 


Increase  aocodnt  of— 


Repalts.     Renewals.  Depfeciatkm.      Total. 


Locomotives... 
Passenger  cars. 
Freight  cars.... 
Woi¥oar8 


Total. 


81,758,177 
127,220 

20,182 

3,297,788 


13,826 

D3  46S 

16(^023 

722 

161,118 


1217,416 

28,499 

477,661 

20,648 

744,024 


$1,979,419 

162,267 

2,019,887 

4i;402 

4,192,925 
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Baltimobe  <fe  Ohio  Exhibit  No.  5— -Continued. 

TRANSPORTATION  EXPENSES. 

Amount : 

1910 29.  738. 998 

Ratio    (decrease) ^o.  oi»«,^vjo 

Per  cent 12.'  9 

The  decrease  of  1.02  In  ratio  is  equivalent  to $906,188 

Increases  contributing  to  increase  over  1909 : 

Increase  In  wage  rates |333,  856 

Increased  price  locomotive  fuel 73. 152 

Interlocking,  block  and  otber  signals 35,227 

442. 285 

EFFECT  OF  REDUCTION  IN  RATE  PER  TON-MILE  1910  OVER  1909. 

As  Indicated  by  the  per  cent  of  increased  revenue  and  ton-miles,  it  is  evident 
the  revenue  did  not  Increase  In  proportion  to  the  tonnage  bandied,  a  decrease 
of  0.004  cents  per  ton-mile  earned  and  on  the  assumption  that  the  character 
of  traffic  would  not  affect  the  average,  the  loss  In  revenue  Is  equivalent  to $480.  983 


Maxwell  Exhibit  No.  1. 
[All  italio  figures  in  this  exhibit  appear  in  red  Ink  in  the  original.! 

STATEl^ENTS  OF  OPERATION  OF  CENTRAL  FREIGHT  ASSOCIATION 
ROADS  FOR  THE  FISCAL  YEARS  1908  TO  1913  INCLUSIVE. 

Mileage  of  Central  Freight  Asaooiation  roads, 
[Page  3.] 
ROADS  FOR  WHICH  COMPLETE  STATISTICS  ARE  SHOWN. 
Group  l. 


Roads. 


Ann  Arbor R.  II...... 

Besseroar  di  Late  Erie  R,H.., 

Cbfiaap«ftke  6i  Obio  Rjr.  oriDdiona 

Chlcaj^o  A  MUm  K,  R..... 

Chicago  ^  EaaUm minola  R.  R** 

Chicago  A  Erbli.  K 

ChJcikgo.  Inillanfi  &  Soiithertt  R.  R 

Chicago,  I  [idlanapolls  &  Louis  v  [Ho  Ry 

Cbicftgo,  Peoria  <fc  St.  I^jiiis  R.  R 

Ohlca£D.  T«rre  Haute  Al  Eouihmswm  Ry 

Clnelnnati  Homiltcli  &  DayUnn  Ry 

Cincinnati  Nortliem  R.  R. 

Claveland,  CincliinBtL  Chicago  d:  3t  LooiB  Ry.. 

Dettoil  Ae  Maokfnac  Ry 

Detroit  &  Toledo  Shore  LlneR.  R 

I>etroit,  Grftnii  Haven  *  Milwaukee  Ry 

Detroit,  Toi^o  i  Ironton  Ry 

GtaDd  RftpMs  ^*  Jnillwift  Ry,,„ 

Grand  Tnmk  Western  ily . . . 

HockldR  VallfY  Ry*,.-,. , 

iRInoU  CuEiraf  n.  R. 

Kaoawhad;  Michigan  Ry 

Lak(!  Erie  ^  Weatem  R.  R, 

Lal^e  Hhore  6:  Mic-hl^a  BQuthem  Ry 

MIchipivti  C^fHtral  R.  R.. .»,,,,... 

New  York.  Chlcagti  dr  Bt,  Louis  R.  R 

p0DnJ5jh(Uil&  Co.,,., *..,,*.,,., 

Fflorla  ^  Eastern  fij,-. — ». 

Peru  Marquette  R,  R.,, , 

FUtsbujrg£,  Ckii^iniiatl,  Ch^tngt>  &  St  Louis  Ry 

Fittflbui^h  A  LflkeErieR.  E 

Tol(HiQ  i  Ohio  CentTUl  Ey 

Tolodo,  Peofla  &  Western  Ry 

Toi*!do,  gt.  LfjiJils  &  Western  R.  R 

Van=la4iaR-R...... 

Wabaati  R.  R. ...... .,,*,.,„.. 

WhfAlina  A  L»te  Erie  R,  K ^ 

WfibftHh  Pittsburg  Termteiftl  Ry 

Total 


MQeiige 
operated. 


a04 
286 

h(M 

1,375 
270 
350 
017 
255 
851 

1,015 
245 

2,014 
418 
79 
191 
441 
578 
847 
852 

4,765 
177 
906 

1,872 

1,817 
505 

1,751 
852 

2,330 

1,472 
228 
448 
948 
451 
910 

2,515 
450 
67 


81,037 


Mileage  in 

Central 

Frd^t 

Association 

territory. 


292 
204 
285 
762 

1,275 
270 
350 
617 
255 
851 

1,015 
245 

2,014 
418 
79 
191 
441 
578 
347 

2,187 
177 

1^872 

1,817 

566 

1,751 

852 

2,380 

1,472 

283 

448 

248 

451 

910 

i»66e 


28,180 


Mnean 
out^ 
Centnl 
Frelclit 

ASBOditiQQ 

tenftonr* 


264 


8,688 


8,751 
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MaxWbll  EzmstT  No.  1— Oonttnueai. 

ROADS  FOR  WHICH  COMPLETE  STATISTICS  ARE  SHOWN— Continued. 

GEOtrt?2. 


Roads. 

Mfleage 
operated. 

Freight 
territory. 

uumoe 
Central 

Aflsodation 
territory. 

Bftltifn<m '^  Ohio  R.  R 

4,455 
1,968 

2,443 
669 

2,012 
1,389 

SrieR.R 

Total 

6»443 

3,6*2 

3,401 

Qboup  3. 


Ann  Arbor  R.R 

Chesapeake  &  Ohio  Ry.  of  Indiana 

Chicago  &  Alton  R.  R 

Chicago  A  Eastern  lUinois  R.  R 

Chicago  A  Brie  R.R 

Chicago,  Indiana  dc  Southern  R.  R 

Chicago,  Indianap<4l8  &  Louisville  Ry 

Chicago,  Peoria  &  St.  Louie  R.  R 

Chicago,  Terre  Haute  &  Southeastern  Ry 

Cincinnati,  Hamilton  dc  Dayton  Ry 

Cincinnati  Northern  R.  R 

Cleveland,  Cincinnati,  Chicago  &  Bt.  Loids  Ry . 

Detroit  St  Mackinac  Ry 

Detroit  &  Toledo  Shore  LhieR.  R 

Detroit,  QfandSavendcMDwaokmRy 

Detroit,  Toledo  &  Ironton  Ry 

Grand  Rapids  &  Indiana  Ry 

Grand  Trunk  Western  Ry 

nihiob  Central  R.  R 

Lake  Brie  dc  Western  R.  R 

New  York.  Chicago*  St  LoubR.R 

Peoria  &  Eastern  Ry 

Pere  Marquette  R^ 

Toledo,  Peoria  dc  western  Ry 

Toledo,  St.  Louis  dc  Western  R.  R 

VandaliaR.R 

Wabash  R.R 

Wabash  Pittsburg  Tenhftial  Ry 

Total 


2,628 


3,751 


SUMMARY. 


Groupl . 
Group  2. 
Groups. 


Total. 


31,937 
6,443 
23,167 


28,186 
3,042 
19,416 


31,228 


3,751 
3,401 
3,751 


7,152 


Group  1  includes  Group  3. 
SMALL  ROADS  FOR  WHICH  REPRESENTATIVE  FIGURES  ONLY  ARE  PRESENTED. 
Gsovp  IV.— Roam  wm  Lfess  than  31,000.000  Gsoes  Rktsnttes. 


Roads. 

Mfleage. 

Roads. 

Mfleage. 

Akron,  Canton  Si  Youngstown 

10 
21 
100 
127 
25 
37 
56 
127 

45 
28 
47 
30 
52 
40 
W 
34 

«) 
68 

101 
106 
96 
138 

Illiiiois  Terminal                   ..,,-^,^ 

26 

Arcadia  ^  Betsey  Rivef. 

Jamestown,  Chautauqua  &  Lake  Erie. . . 
Ealamasoo,  Lake  Shore  &  Chicago. .... . 

Loiain  A  West  Virsinia 

30 

Bovne  Cltv.  Oavlord  A  Alnena. 

60 

CenSiSkS."?..  .  ..^!t^^^ 

35 

Chicago  dc  Illinois  Midland 

T^rAin.  AshlAiid  A  AMtliAm. 

25 

Chicaio^  Wabash  Vaiiey 

72 

Chioflgo,  Kalanmfoo  ^  Saginaw 

ManlsteeA  Northeastern 

184 

Chicago)  Muhroakee  &  Gary 

Marietta,  Columbus  A  Cleyolaiid... 

Montour 

48 

CtncSoati,  Bhifflon  &  Chlouo 

IS 

ClDcinnati,  Lebanon  <b  Nonhem. 

Columbus  &  Southern 

Naw  JeniAT.  Indiana  A  Tllfimli. . .  ^  r 

12 

Ohio  Elecfrlc  (steam) 

42 

Dayton  A  UnloUa 

Ohio  River  A  Western.. 

112 

Dayton,  t/ebanof*  4it  Oin^invwti. 

104 

Detroit 'a  Clttrltfvoiz 

OflBelt                   

25 

Detroit,  Bay  City*  Western. 

Duflkiik.  AUegheny  Valley  <b  Pittsburg 
East  Jordan  &  Senthem. 

Pfttsbui^,  Lisbon  St  Western.. . . .• 

Pittsburg.  Chartlers  &  Youc^c^ieny. . . 
St.  JoseMi  Valley 

as 

24 
50 

Grand  Trunk  Lines,  vii: 

Tlonesta  Valley 

90 

Chicago.  Detroit  '&  Canada  (Grand 

Wabash,  Chesier  A  Western 

66 

Trunk  Junctioii) 

Western  AU^cenv     

50 

Cincinziati,  Saginaw  &  Mackinaw 

West  Side  Belt. 

22 

Pontiac,  Oziofcl  &  Northern 

Youngstown  A  Ohio  Rlv«w., , t- 

37 

Mi<^higan  AirLfn^      

ZanesvUle  A  Western....... 

90 

Toledo  Saffinaw  Jk  Mnakeffoii 

Total  mileage 4.... 

ninitiypH  hy\ 

2,729 
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ROADS  WHOSE  FIGURES  ARE  OMITTED. 
Oboup  v.— Roads  Hayino  Major  intxrbsts  in  Othxb  Tkbbitobies. 


Roads. 


Chicago.  Bnrlingtoii  &  Qcdnoy  R.  R.  (soatii  of  Bushnell). 

LoulsviUeANariivflle 

Mobile*  Ohloi i 

Norfolk  4(  Western 

St.  Louis,  Inm  Moon  toln  &  Soathem 

St.  LooJs-Southwestem  s 

Southern 


Total.. 


i  Cairo,  ni.,  only  point  affected.  *  Thebes,  HI.,  only  point  affected. 

GRAND  SUMMARY. 

Gboup  VL— SwiTCMmo  ob  Tbbmdtal  Companibs. 


Statements  cover— 

Mileage  in  teRitory. 

MUflS. 

Percent. 

Milss. 

Percent 

Groiq>l 

31,037 
6;443 

77.7 
15.7 

28,186 
3,012 

78.6 

Groin>2.. 

8.5 

Qfonp  3. 

33,167 

56.3 

10,416 

51.5 

Groups 

2,720 

6.6 

2,730 
i;803 

7.6 

Oroiq>5 

5.3 

Total 

41,100 

100.0 

85,840 

loao 

Groop  1  indades  group  3. 

Statement  of  mileage  and  population  in  official  classification  territory. 

(Page  4.1 
CENTRAL  FREIGHT. 


Area. 

Populatlan 
(1010). 

Popolatlai 
perscraare 

road  June 
30, 1010. 

Populatlan 

per  mile  of 

road. 

nSwsper 
mfleofrosd. 

nilnote 

5f .  rsUet. 
56,443 
36,043 

41,140 

40,240 

7,248 

3446 

1,682 

5,638,601 
2,700,876 

2,484,546 
4,767,121 
1,733,090 
700,080 
06,168 
687,030 
238,028 

loaoi 

74.52 

6a  38 
11&46 
230.23 
206.04 

57.17 

11,878.84 
7,430.14 

7,43a  20 

0,134.46 

1,254.00 

46a  00 

04.00 

474.70 
363.00 

334.30 

52L88 

1,38178 

1,566.62 

1,033.00 

4.75 

Indiana 

4.81 

"iX^y^r"'^   Upp., 

5.53 

Ohio '. 

4.41 

New  Tork  (3  counties)! 

Wert  Virginia  (3  counties)  i... 

St.  Loukfrrr.. 

5.78 
7.66 
17.00 

Loniffvine 

Subtotal 

186,251 
11,043 

10,042,218 
« 1,262,785 

122.07 
105.76 

37,66L14 
1,870.70 

5oa«7 

675.28 

4.16 

Ontario  (18  countieB)> 

6L38 

Total 

106,104 

20,305,008 

103.40 

30,54a  84 

518.68 

&<d 

1  ^gnres  cover  oountieB  lying  in  Owtral  Freight  Aflsodatton  territory. 
>  1011  Census. 
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Statement  of  mileage  and  population  in  official  classification  territory — Contmued. 

TRUNK  LINE. 


Area. 


Population 
(1010). 


Popalation 

persguare 

mile. 


MneBor 
road  June 
30, 1910. 


Population 

permileof 

road. 


Square 

miieBper 

mile  of  road. 


Delaware. 

DlrtriotofColuml>ia 

Maryland 

Naw  JflD^ 

NawYork 

Penn^ylyaiiia 

TotaL 


.  mtiet. 

1,966 

60 

9,941 

7,514 

47,054 

44,932 


203,232 
331,060 
1,206,346 
2.537,167 
9,113,614 
7,665,111 


102.96 
6,517.82 
13a  30 
337.66 
191.25 
17a  97 


334.81 
35.97 
1,426.45 
2, 26a  40 
8,429.77 
11,29a  17 


604.29 
9,20103 

908.00 
1,122.40 
1,061.12 

67&92 


112,066 


21,144,629 


207.16 


23,777.66 


889.26 


5.87 
L07 
6.97 
3.32 
5.66 
3.98 


4.71 


NEW  ENGLAND. 


Conneetiout.. 


Naw  Hampehlre 

Rhode  Island* 

VermcQt 

Naw  York  (4  oountieB)  i. . 
New  York  C3^ 


Total.. 


1,114,756 
742,371 

3,366,416 
430,572 
428,656 
366,966 
316,786 

4,766,883 


11,206,510 


231.28 
24.83 

418w76 
47.68 

406.99 
39.01 

136.61 


l,00ai4 
2,248.06 
2,115.21 
1,245.93 

212.14 
l,10a48 

149.00 


174.27 


1,114.60 
33a  23 

1,691.63 
346.68 

2,oaai6 

328.46 
212.60 


8,07a96        1,388.64 


4.82 
13.29 
3.80 
7.24 
4.97 
8.20 
16.68 


7.96 


CENTRAL  FREIGHT. 


TRUNK  LINE. 


NEW  ENGLAND. 


State. 


Rural 


Per 
cent 
of 
total. 


State. 


Rural 


Per 
cent 

of 
total 


State. 


Rural 


Per 

cent 

of 

totaL 


Ohio. 


2,161,662 
1,657,041 
1,483,129 
2,101,978 


38.3 
57.7 
62.8 
44.0 


Delaware..... 

Maryland 

New  Jersey.. 
New  York... 
Pennsylyanla 

Total 


106,237 

637,164 

029,957 

1,928,120 

3,034,442 


51.1 
49.2 
24.8 
2L2 
39.6 


Conneotiout... 

Maine. 

Massachusetts. 
N.  Hampshire. 
Rhode  Island. 
Vermont 

Total 


114,917 
360,928 
241,040 
176,473 
17,966 
187,018 


las 

48.6 
7.2 

4a6 
4.2 

62.2 


TotaL.. 


7,803,810 


46.9 


6,334,910 


3ao 


1,097,336 


17.0 


i  Figures  cover  counttes  reached  by  Naw  England  lines 

N0R.~The  above  milesge  and  population  figures  were  taken  from  the  Rand-MoNaUy  Atlas  for  1913 
and  The  Offldal  Guide. 
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Mazwbll  Exhibit  No.  1 — Continued. 

Statement  of  expenditures  for  additions  and  betterments  fiscal  years  1908-1919, 

incluswe, 

[Page  12.] 


GROUP  1. 


From 
income. 


From       I 
new  capital.  I 


Total. 


Ann  Arbor  R.R 

Bessemer  &  Lake  Erie  R.  R 

Chesapeake  &  Ohk>  Ry.  of  Indiana 

Chicago*  Alton  R.R 

Chicago  &  Eastern  Illinois  R.  R 

Chicago  <b  Erie  R.  R 

Chicago,  Indiana  &  Southern  R.  R 

Chicago,  Indianapolis  &  Louisville  Ry 

Chicago,  Peoria  &  St.  Louis  R.  R 

Chicago,  Terre  Haute  &  Southeastern  Ry 

Cincinnati,  Hamilton  &  Dayton  Ry 

Cincinnati  Northern  R.R 

Cleveland,  Cincimiati,  Chicago  <Se  St.  Louis  Ry . . 

Detroit  &  Mackinac  Ry 

Detroit  &  Toledo  Shore  Line  R.  R 

Detroit,  Grand  Haven  A  Milwaukee  Ry 

Detroit.  Toledo  &  Ironton  Ry 

Grand  Rapids  &  Indiana  Ry 

Grand  Trunk  Western  Ry 

HockinR  Valley  Ry. 

Illinois  Central  R.R 

Kanawha  <&  Michigan  Ry 

Lal»  Erie  «t  Western  R.  R 

I^ke  Shore  &  Michi^nn  Southern  Ry 

Michigan  Central  R.  R 

New  York, Chicago  &  St. Louis  R.R 

Pennsy  1  van  ia  Co 

Peoria  &  Eastern  Ry 

Pere  Marquette  R.  R 

Pittsburgh,  Cincinnati.  Chicago  <Se  St.  Louis  Ry . 

PittsbuighA  Lake  Erie  R.R 

Toledo  &  Ohio  Central  Ry 

Toledo,  Peoria  &  Western  Ry 

Toledo,St.Louis&  Western  R.R 

VandaliaR.R 

Wabash  R.R 

Wheeling  A  Lake  Erie  R.R 

Wabash  Pittsburgh  Terminal  Ry 


1710,806 
322,051 


246,521 
543,306 

3,226,304 
100,839 

1,270,379  I 


-.Ml, 


94,686 

705,230 

464,782 

445,743 

43,955 

195,147 

605,550 

258,764 

79,655 

494,011 

712,783 

375,317 

3,313,168 

3,378,790 

1,607,641 

7,211,506 

569,271 


4,460,900 

6,730,332 

627,030 

253,372 

612,485 

1,154,279 

1,367,409 

2,376,921 

42,195 


44,610,817 


2,  s:^h 
7.11-7 


^so 

1^1. '^72  ; 

.^.^J.  l.-tS8   1 
2>-.,:iO0 

l:jO 

LI8  , 


28,373,618  ' 


899,878 
4,831,617  , 
3, 198, 529 

59,559,365 

2, 185, 192 

835,577 

41,758,186 

15,844,456 
2,837.244 

13,242,362  { 


4,887,766  I 
24,691,361 
14,647,546  l 

2,921,016 


5,066,776  I 
8,243,004 
3,879,136  I 
1,307,272  , 


1  3,9^1.293 

.^,114,238 
4,^1,493 
7,925,974 
r,  tin,  654 
325, S39 

\^,mi 

■/^>,  07^,848 
4Mp78a 
4 4, ^>,  713 

195.147 

^  a,27S,ia4 

L  2.8ti7,975 

1,210,804 

»  i.\  07 1.354 

■  4,444,885 
i20H*:t.867 

>2S,  L61,3i51 

*ai.377,H78 

I  3.^48,040 

253,373 

(112,485 

6,221,055 

e,fiIO,413 

6,256,057 

1,349,467 


290,418,483  I      335,029,000 


GROUP  8. 


Ann  Arbor  R.R 

Chesapeake  <b  Ohio  Ry.  of  Indiana 

Chicago  <Sc  Alton  R.R 

Chicago  &  Eastern  Illinois  R.R 

Chicago  &  Erie  R.  R 

Chicago, Indiana  &  Southern  R.R 

Chicago, Indianapolis  &  Louisville  Ry. . . . 

Chicago, Peoria  &  St. Louis  R.R 

Chicago, Terre  Haute  &  Southeastern  Ry. 

Cincimiati,  Hamilton  &  Dayton  Ry 

Cincinnati  Northern  R.R. 


Cleveland, Cincinnati, Chicago  &  St. Louis  Ry. 
Detroit  <Sc  Mackinac  Ry. 


Detroit  &  Toledo  Shore  Line  R.R 

Detroit, Grand  Haven  &  Milwaukee  Ry. 

Detroit,  Toledo  &  Ironton  Ry 

Grand  Rapids  &  Indiana  Ry 

Grand  Trunk  Western  Ry 

Illinois  Central  R.  R 

Lake  Erie  <Sc  Western  R.R 

New  York, Chicago  &  St. Louis  R.R 

Peoria  &  Eastern  Ry 

Pere  Marquette  R.R 

Toledo,  Peoria  &  Western  Ry 

Toledo,  St.  Louis  &  Western  R.R 

VandaliaR.R 

Wabash  R.R 

Wabash  Pittsburgh  Terminal  Ry 


1710,806 


246,521 
543,306 

3,226,304 
100,839 

1,270,379 


94,686 
705,230 
464,782 
446,743 

43,955 
195, 147 
605,550 
258,764 
494,011 
375,317 
1,607,641 
569,271 


$1,854,857 
2,864,380 
8,409,848 
8,114,238 
4,184,972 
7,382,668 
4,391.350 
225.000 
2,826,250 
7,357,418 


28,373,618 


809,878 

4,831,617 

59,559,365 

835,577 
2,837,244 


253,372 

612,485 

1,154,279  ' 

1,367,409 

42,195 


4,887,7 


5.066,776 
8,243,004 
1,307,272 


12,565,663 
2,864,380 
8,409,848 
8,114,238 
4,431,493 
7.925,974 
7,617,654 

325,839, 

4.096,629 

7,357,418 

94,686 

29,078,848 

464,782 

445,743 

43,955 

195,147 

1,505,428 

5.090,381 

60,053,376 

1,210,804 

1  4,444,885 

569,271 

4,887,766 

253,372 

612,485 

6,221,055 

9,610,413 

1,349,467 


15,387,992       164,4.53,098  :      179,841,090 


1  Figures  obtained  through  Bureau  of  Railway  Economies;  others  obtained  direct  from  executive  offices 
of  carriers. 
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Maxwell  Exhibit  No.  1 — Continued. 
Detail  of  operating  expenses. 

1910. 

[Page  14.] 
GROUP  1. 


I 


Maintenance. 


Ann  Arbor  R.  R , 

Bessemer  &  Lake  Erie  R.  R.... 
Chesapeake    &    Ohio   Ry.   of 

Induina 

ChteagOifc  Alton  R.  R 

Chicago  &.  Eastern  Illinois  R.  R. 

Chicago  &  Erie  R.  R 

Chicago,  Indiana  &  Southern 

Chicago,  indianapolis  &  Louis- 
ville Ry 

Chicago,  Peoria  &  St.  Louis 

Chicago,  Terre  Haute  &  South- 
eastern Ry 

Cincinnati,  Hamilton  &  Day- 
ton Ry 

Cincinnati  Northern  R.  R 

Cleveland,  Cincinnati,  Chicago 
&  St.  Louis  Ry 

Detroit  &  Mackmac  Ry 

Detroit  &  Toledo  Shore  Line 
R.R 

Detroit,  Grand  Haven  «S:  Mil- 
waukee Ry 

Detroit,  Toledo  &  Ironton  Ry.. 

Grand  Rapids  &  Indiana  Ry.. . 

Grand  Trunk  Western  Ry 

Hocking  Valley  Ry 

IllinoisCentralR.  R 


Way  and 
structures. 


Kanawha  &  Michigan  Ry 

Lake  Erie  &  Western  R.  R 

Lake  Shore  &  Michigan  South- 
em  Ry 

Michigan  Central  R.  R 

New  York,  Chicago  &  St.  Louis 
R.R 

Pennsylvania  Co 

Peoria  &  Eastern  Ry 

Pere  Marquette  R.  R 

Pittsburgh,  Cincinnati,  Chica- 
go &  St.  Louis  Ry 

Pittsburgh  &  Lake  Erie  R.  R.. 

Toledo  &  Ohio  Central  Ry 

Toledo,  Peoria  &  Western  Ry. . 

Toledo,  St.  Louis  &  Western 
R  R 

Van'dalia  R.R.".'.'.! !.'.'.' .■.!.'.'.■! 

Wabash  R.R 

Wheeling  &  Lake  Erie  R.  R 

Wabash  Pittsburg  Terminal  Ry 


$296,306 
742,886 

264,062 
1,496,484 
1,153,929 

528,769 

516,436 

792,968 

278,011 

244,562 

1,465,360 
188,603 

3,478,222 
199,824 

114,183 

282,566 
341,796 
646,739 
766,614 
779,465 
7,607,891 
517,446 
796,283 

6,242,268 
3,666,028 

962,067 
6,982,688 

395,137 
1,640,020 

5,657,202 

1,741,213 

612,901 

207,887 

407,870 
1,471,926 
3,600,739 

766,714 
85,738 


Equip- 
ment. 


$246,453 
1,299,262 

267,897 
1,493,703 
2,043,377 
1,085,263 

669,651 

822,785 

331,202 

286,646 

1,666,091 
250,228 

4,845,195 
196,889 

54,853 

297,479 
286,077 
884,733 
899,473 
1,392,223 
13,502,250 
646,814 
977,661 

7,449,964 
3,778,126 

1,202,798 

8,851,756 

557,960 

1,759,164 

7,095,208 

1,386,803 

744,438 

215,094 

533,060 
1,832,220 
4,117,109 
1,389,684 

115,764 


TrafBc. 


Txanspor- 
tation. 


$46,961 
94,681 

96,651 
470,092 
267,412 
196,253  I 

101,748  i 

I 

175,641  I 

80,101  ; 

40,519 

282,278 
33,098 

956,389  : 
26,552 


$642,806 
1,910,813 

740,459 
4,797,685 
4,096,671 
2,168,677 

1,289,600 

1,973,814 

732,134 

530,260 

3,876,400 
430,534 

11,369,713 
392,788 

14,126  I   255,296 


71,275 

34,394 
137,531 
234,248 

89,296 
1,246,382 

24,642 
152,791 

1,113,668 
826,898 

584,560 
842,956 
65,786 
355,545 

810,897 
182,048 
72,488 
30,425 

92,047 
297,771 
928,784 
85,648 
26,288 


839,994 
771,776 
2,051,281 
2,324,141 
2,236,705 
19,734,910 
600,839 
1,945,750 

15,884,763 
10,858,320 

4,123,416 

17,246,817 

1,197,993 

5,496,766 

13,479,765 

3,783,369 

1,418,634 

434,750 

1,245,862 
3,617,867 
11,056,061 
2,366,947 
259,329 


57,931,803  75,475,237  11,189,778  158,263,297  9,933,867  312,793, 


General. 


$64,222 
112,022 

71,172 
382,243 
392,595 
105,421 

97,603 

182,927 

63,609 

83,382 

297,167 


594,546 
33,400 

21,291 

64,661 
69,927 
168,007 
157,417 
242,140 
1,229,297 
53,542 
128,062 

794,851 
511,286 

172,232 
933,864 
62,762 
306,683 

735,051 

254,881 

80,892 

37,659 

107,413 
229,806 
833,530 
167,061 
67,296 


TotaL 


$1,298,768. 
4,150,064 

1,442,241 
8,640,207 
7,963, 9M 
4,064,383 

2,675,128. 

3,048,13S 

1,485,117 

1,185,369 

7,587,29R 
836,446 

21,234,065 
849, 45S 

459,751 

1,555,975 
1,493,97V^ 
3,888,291 
4,381,893 
4,739,829 
43,320,710 
1,933,283 
4,000,447 

31,486,414 
19,629,657 

7,045,063 

34,868,060 

2,279,627 

9,558,178 

27,778,106 

7,348,304 

2,929,253 

925,716 

2,385,772 

7,449,582 

20,536,223 

4,776,054 

564,417 


GROUP  2. 


Baltimore*  Ohio  R.  R $11,661,410  1$16,373,776 

ErieR.R 4,688,683'    8,370,718 


16,350,093  ,  24,744,494 


$1,877,203 
1,099,623 


$29,738,992  •$1,662,419     $61,333,800 
15,254,274        957,068      30,370,386 


2,976,826  I  44,993,266     2,639,507      91,704,186 
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Maxwbll  Exhibit  No.  1 — Continued. 

DeUtU  ofoperaJUng  erpenje9--Continued. 

leiO— CootiDaed. 

GROUP  8. 


MolntoDanoe. 


Way  and 
stractores. 


Equlp- 
mani. 


Traffic. 


Transpor- 
tation. 


Oeneral. 


TotaL 


Ann  Arbor  R.R 

Cbeeapeake   &   Ohio   Ry.   of 

Induna 

Chicago  &  Alton  R.R 

Chicago  &  Eastern  Illinois  R.R< 

Chicago  &  Erie  R.  R , 

Chicago,  Indiana  &  Soathem 

CMcago,  indiaDapciis  &*Loaiak 
vilteRy 

Chicago,  Peoria  <Sc  St.  Louis  R.R 

Chicago,  Terre  Haate  &  South- 
eastern Ry , 

Cincinnati,  Hamilton  it,  Day- 
tonRy 

Cincinnati  Northern  R.  R 

Cleveland,  Cfaidnnati,  Chicago 
ASt.  Louis  Ry 

Detroit  <Se  MackmaoRy 

Detroit  &  Toledo  Shore  Line 
R.R 

Detroit,  Grand  Haven  A,  Mil- 
waukee Ry 

Detroit,  Toledo  &  Inmton  Ry. . 

Grand  Rapids  &  Indiana  Ry... 

Grand  Trunk  Western  Ry.... 

Illinois  Central  R.  R 

Lake  Erie  &  Western  R.  R.... 

New  York,  Chicago  &  St.  Louis 
R.R 

Peoria  &  Eastern  Ry 

Pere  Marquette  R.  K 

Toledo,  Peoria  A.  Western  Ry. . 

Toledo,  St.  Louis  &  Western 
R  R 

Vandalla'R.'Rr.'***.'.'.*.*.'.'.*.'.*.*! 

Wabash  R.R 

Wabash  Pittsburg  Terminal  Ry 


1206,306 

204,062 
1,496,484 
1,163,929 

528,760 

516,436 

792,968 
278,011 

244,562 

1,465,360 
188,603 

3,478,222 
199,824 

114,183 

282,566 
341,796 
646,739 
766,614 
7,607,891 
796,283 

962,067 

395,137 

1,640,020 

207,887 

407,870 

1,471,926 

8,600,739 

85,738 


8246,453 

267,897 
1,493,703 
2,043,377 
1,065,263 

660,651 

822,785 
331,202 

286,646 

1,666,091 
250,228 

4,845,195 
196,889 

54,853 

297,479 
286,077 
884,733 
899,473 
13,502,259 
977,561 

1,202,798 
557,050 

1,759,164 
215,094 

533,060 
1,832,220 
4,117,109 

115,766 


846,961 

96,651 
470,002 
267,412 
196,253 

101,748 

175,641 
80,101 

40,510 

282,278 
33,098 

956,389 
26,552 

14,126 

71,275 

34,394 

137,531 

234,;248 

1,246,382 

152,791 

584,550 
65,785 

355,545 
30,425 

92,047 
297,771 
928,784 

36,288 


8642,806 

740,459 
4,797,685 
4,096,671 
2,168,677 

1,289,600 

1,073,814 
732,134 

530,260 

3,876,400 
430,534 

11,359,713 
392,788 

255,298 

839,994 
771,776 
2,051,281 
2,324,141 
19,734,910 
1,945,750 

4,123,416 

1,197,993 

5,496,766 

434,750 

1,245,382 

3,617,867 

11,056,061 

259,329 


864,222 

71,172 
382,243 
392,595 
106,421 

97,603 

182,927 
63,669 

83,382 

297,167 


594,546 
33,400 

21,291 

64,661 

59,927 

168,007 

157,417 

1,229,297 

128,062 

172,282 
62,762 

306,683 
87,559 

107,413 

229,806 

833,530 

67,298 


81,296,768 

1,442,241 
8,640,207 
7,963,964 
4,064,363 

2,675,128 

3,948,135 
1,485,117 

1,185,360 

7,587,29ft 
936,445 

21,234,066 
849,453 

459,751 

1,555,975 
1,493,970 
3,888,291 
4,381,893 
43,320,730 
4,000,447 

7,045,063 

2,279,627 

9,558,178 

925,715 

2,385,772 

7,449,592 

20,586,223 

564,418 


30,232,992  41,440,966 


7,047,667 


88,386,845 


6,048,277 


173,156,237 


1912. 

[Page  15.] 
GROUP  1. 


Ann  Arbor  R.  R 

Bessemer  &  Lake  Erie  R.  R. . . 
Chesapeake  <Se  Ohio  Ry.  of  In- 
diana  , 

Chicago  <b  Alton  R.  R 

Chicago  &  Eastern  Illinois  R.  R. 

Chicago  &  ErieR.  R , 

Chici^,  Indiana  &  Southern 

Chicagq,  Indianapolis  &  Ixm^ 

villeRy 

Chicago,  Peoria  dc  St.  Louis 

Chi<»go.  Terre  Haute  &  Souttn 
eastern  Ry 

Cincinnati,  Hamilton  &  Day- 
ton Ry , 

Cincinnati  Northern  R.  R 

Cleveland,  Cincinnati,  Chicago 
ASt.  Louis  Ry 

Detroit  <Se  Mackioac  Ry. 


Detroit  6l  Toledo  Shore  Line 
R.R 

Detroit,  Grand  Haven  it  Mil- 
waukee Ry 

Detroit,  Toledo  it  Ironton  Ry.. 

Grand  Rapids  it  Indiana  Ry. . . 

Grand  Trunk  Western  Ry 

Hocking  Valley  Ry 


8238,040 
783,659 

555,872 
1,804,536 
1,462,391 

663,921 

559,509 

904,879 

237,769 

269.944 

1,000,947 
247,765 

3,555,982 
201,752 

I        108,971 

285,990 
336,358 
601,728 
665,621 
I        853,403 


8236,678 
1,550,994 

632,381 
2,696,132 
2,778,280 
1,011,327 

1,145.298 

953,342 

345,013 

309,255 

1,703,448 
285,723 

5,395,234 
218,290 

57,926 

314,060 
232,043 
882,930 
956,842 
1,192,191 


850,442 
106,302 

40,963 
477,996 
362,549 
252,733 

90,540 

210,467 

87,551 

35,926 

234,812 
32,566 

908,299 
29,504 

13,757 

77,258 
32,465 
135,968 
227,890 
99,621 


8800,711 
2,106,550 

1,164,202 
5,428,689 
5,810,823 
2,623,476 

1,458,535 

2,529,723 

782,295 

590,557 

4.153,647 

567,867 

12,439,596 
411,688 

337,275 

1,185,365 
866,223 
2,233,928 
2,803,897 
2,245,657 


893,568 
123,249 

22,767 
387,848 
485,759 
127,969 

101,597 

176,803 

70,328 

89,394 

224,399 
37,675 

663,551 
36,879 

24,348 

07,821 
109,564 
179,565 
175,709 
188,170 


81,419,448 
4,668,753 

2,416,205 
10,885,200 
10,809,752 

4,679,426 

3,356,476 

4,775,212 

1,522,956 

1,295,076 

7,317,253 
1,171,596 

22,961,662 
808,113 

542,277 

1,930,484 
1,576,655 
4,034.119 
4,829,961 
4,579,042 

e 
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Detail  of  operating  expenaes^ContimiGd, 

1912— Contlnaed. 
GROUP  1— Continued. 


Illinois  Central  R.  R 

Kanawha  &  Michigan  Ry , 

Lake  Erie  <t  Western  R.  R 

Lake  Shore  &  Michigan  South- 
era  Ry 

Michigan  Central  R.  R 

New  York,  Chicago  &  St.  Louis 
R.R.... 

Pennsylvania  Co 

Peoria  &  Eastern  Ry 


mRy 

Pere  Marquette  R.  R 

Pittsburgh.  Cincinnati,  Chi- 
cago d;  St.  Louis  Ry 

Pittsburgh  &  Lake  Erie  R.  R.. 

Toledo  &  Ohio  Central  Ry 

Toledo,  Peoria  &  Western  Ry. . 

Toledo,  St.  Louis  A  Western 
R  R 

Van'daUa'R."  R  .*  *  *  .*  * .'  * .'  .* '.'.'.'.'.'.'. 

Wabash  R.R 

Wheeling  &  Lake  Erie  R.  R. . . 

Wabash    Pittsburg   Terminal 

Ry , 


Maintenance. 


Way  and 
structures. 


$7,691,215 
405,947 
801,085 

5,665,083 
3,424,356 

1,312,397 

7,572,917 

422,286 

2,064,891 

5,320,316 

1,774,968 

831,160 

200,036 

423,902 
1,413,938 
3,889,590 

871,515 

97,037 


Equip- 
meni 


$13,857,549 

670,346 

1,003,128 

8,255,521 
4,232,529 

1,254,596 

9,861,581 

471,871 

2,804,938 

7,662,881 

2,616,372 

945,760 

286,529 

620,322 
1,987,525 
5,312,741 
1,402,076 

135,856 


Traffic. 


$1,400,942 
27,676 
146,392 

987,347 
770,921 

562,595 
930,986 
60,922 
423,916 

815,782 
154,348 
76,967 
28,281 

96,991 
300,732 
953,131 

90,315 

19,861 


59,611,685     86,179,448     11,354,733   181,342,025 


Transpof- 
tatkm. 


$23,653,249 

928,426 

2,206,739 

16,808,102 
12,461,609 

4,879,968 

19,446,252 

1,331,546 

7,707,866 

14,821,504 

3,903,007 

1,839,747 

490,564 

1,421,708 
4,018,891 
12,137,367 
2,485,883 

259,784 


QeneraL 


TotaL 


$1,518,512 
81,165 
134,219 

946,098 
548,603 

207,182 

1,060,076 

09,061 

407,194 

813,042 

286,796 

102,799 

40,607 

102,035 
224,362 
867,653 
188,546 

67,862 


11,063,264 


$18,121,467 
2,013.560 
4,291,563 

32,662,751 
21,438,108 

8,216,758 
38,891,812 

2,3S5,67« 
U,  408, 804 

29,433,526 
8,735,488 
3,796,433 
1,046,017 

2,665.868 

7,945,448 

23,150,484 

5,038,335 

570,401 


340,541,155 


GROUP  2. 


Baltimore  A  Ohio  R.  R. 
Erie  R.R 


$11,365,454 
5,266,005 


16,631,459 


$16,651,534 
8,601,123 


25,252,657 


$1,950,599 
1,140,811 


3,091,410 


$32,751,234 
16,938,124 


49,689,358 


$1,990,716 
1,076,200 


3,066,916 


$64,700,538 
33, 022, 2^ 


97,731,800 


GROUP  3. 


Ann  Arbor  R.R 

Chesapeake  &  Ohio  Ry.  of  In- 
diana  

Chicago  4fr  Alton  R.  R 

Chicago    dc    Eastern    IlUnois 

Ch icago &* E rieR .  R .' .* .* .' .' .' * .* ." ." '. 
Chicago,  Indiana  &  Southern 

Chicago,  indianai)olis  &  Louisa 

vllleliy 

Chicago,  Peoria  &  St  Louis 

Chicago,'  Terre  Haiito  A  South- 
eastern Ry 

Cincinnati,  Hamilton  &  Day- 
ton Ry 

Cincinnati  Northern  R.  R 

Cleveland,  Cincinnati,  Chicago 
ASt.LouisRy 

Detroit  &  Mackinac  Ry. 


Detroit  A  Toledo  Shore  Line 
R.R 

Detroit,  Grand  Haven  <b  Mil- 
waukee Ry 

Detroit,  Toledo  &  Ironton  Ry.. 

Grand  Rapids  &  Indiana  Ry... 

Grand  Trunk  Western  Ry 

Illinois  Central  R.  R 

Lake  Erie  &  Western  R.  R 

Ne\%  York,  Chicago  A  St.  Louis 
R.R 

Peoria  &  Eastero  Ry 

Pere  Marquette  R.  R 

Toledo,  Peoria  &  Western  Ry. . . 

Toledo,  St.  Louis  &  Western 
R.R 

VandaliaR.  R 

Wabash  R.  R 

Wabash    Pittsburg    Terminal 

RV ; 


$238,049 

555,872 
1,894,536 

1,462,391 
663,921 

559,509 

904,879 

237,769 

269,944 

1,000,947 
247.766 

3,555,982 
201,752 

108,971 

285,990 
336,358 
601,728 
663,021 
7,691,215 
801,085 

1,312,397 
422,286 

2,064.891 
200,036 

423,902 
1,413,938 
3,889,690 

97,037 


32,108,361 


$236,678 

632,881 
2,696,132 

2,778,230 
1,011,327 

1,146,298 

963,342 

346,013 

309,255 

1,703,448 
285,723 

5,395,234 
218,290 

67,926 

314,050 
232,043 
882,930 
956,842 
13,857,549 
1,003,128 

1,254,596 
471,871 

2,804,93S 
286,529 

620,322 
1,987,525 
5,312,741 

135,856 


47,889,197 


$60,442 

40,983 
477,996 

362,649 
252,733 

90,540 

210,467 

87,661 

35,926 

234,812 
32,566 

908,299 
29,504 

13,757 

77,258 
32,465 
135,968 
227,890 
1,400,942 
146,392 

562,505 
60,922 

423,916 
28,281 

96,991 
300,732 
953,131 

19,861 


7,296,468 


$800,711 

1,164,202 
5,428,689 

6,810,823 
2,623,476 

1,458,636 

2,629,723 

782,296 

690,667 

4,153,647 
667,867 

12,439,696 

411,688. 

337,275 

1,185,365 
866,223 
2,233,928 
2,803,897 
23,653,249 
2,206,739 

4,879,988 

1,331,546 

7,707,865 

490,564 

1,421,708 
4,018,891 
12,137,367 

259,784 


101,296,198 


$03,568 

22,767 
387,848 

486,760 
127,960 

101,607 

176,808 

70,328 

89,394 

224,309 
37,675 

662,661 
36,879 

24,348 

67,821 
109,664 
179,565 
175,709 
1,518,512 
134,219 

207,182 
60,061 

407,194 
40,607 

102,935 
224,362 
857,663 

67,864 


$1,419,445 

2,416,206 
10,885,200 

10,809,752 
4,679,42*. 

3,355,476 

4,775,212 

1,522,966 

1,296,076 

7,317.353 
1,171,506 

22,961,662 
898,1U 

542,277 

1,930,484 
1,576,666 
4.034,119 
4,829,961 
48,121,467 
4,291,168 

8,216,758 

2,356,675 

13,408,804 

1,046,017 

2,665.868 

7,945.448 

23,150,484 

570,  fit 


6,604,123  I  196,283,947 
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MaintODBxioe. 


Way  and 
structures. 


Equip- 
ment. 


TrafQe. 


Transpor- 
tation. 


eneral. 


TotaL 


Ann  Arbor  R.R 

Bessemer  &  Lake  Erie  R.  R .... 
Chesapeake  &  Ohio  Ry.  of  In- 


Chlcago  dc  Alton  R.  R 

Chicago  &  Eastern  Illinois  R.R 

Chicago  <b  Erie  R.  R 

Chicago,  Indiana  &  Southern 

Chicago.  IndiEuiapoIis  &  Louis- 
ville Ry :. 

Chicago,  Peoria  &  St.  Louis  R.R 

Chicago,  Terre  Haute  Si  South- 
eastern Ry 

Cincinnati,  Hamilton  &  Day- 
ton Ry 

Chicinnati  Northern  R.  R 

Cleveland,  Cincinnati,  Chicago 
ASt.  Louts  Ry 

Detroit  <fr  Mackinac  Ry 

Detroit  &  Toledo  Shore  Line 
R  R 

Detroit,*  Grand  Haven'  &  'iiU-* 
waukeeRy 

Detroit,  Toledo  &  Ironton  Ry.. 

Grand  Rapids  &  Indiana  Ry... 

Grand  Trunk  Western  Ry 

Hocking  Valley  Ry 

DUnofaCentral R.  R 

Kanawha  St  Michigan  Ry 

Lake  Erie  Si  Western  R.  R 

Lake  Shore  &  Mkshigan  South- 
em  Ry 

Michigan  Central  R.R 

New  York,  Chicago  &  St.  Louis 

R.R TT! 

Pennsylvania  Co. 


Peoria  &  Eastern  Ry 

Pare  Marquette  R.  R 

Pittsburgh.  Cincinnati,  Chica- 
go &  St.  Louis  Ry 

Pittsburg  Sc  Lake  Erie  R,  R. 

Toledo  <b  Ohio  Central  Ry 

Toledo,  Peoria  &  Western  Ry. 

Toledo,  St.  Louis  Sc  Western 
R  R 

Vandalla'RVR.*!!!"!!!!!!!!!*. 

Wabash  R.R 

Wheeling  Sc  Lake  Erie  R.  R . . . 

Wabash   Pittsburg   Terminal 

Ry 


$205,141 
062,051 

516,769 
2,550,080 
2,155,196 


571,383 

1,069,198 
269,945 

332,289 

1,241,461 
261,441 

4,795,550 
166,415 

145,378 

551,426 
422,046 
777,463 
826,430 
781,109 
8,519,025 
478,269 
894,907 


$259,188 
1,708,771 

551,427 
3,379,145 
3,717,829 
1,179,829 

1,120,674 

982,051 
363,677 

402,569 

1,876,585 
297,576 

6,785,848 
174,768 

76,065 

364,853 

469,201 

919,817 

1,077,613 

1,595,266 

13,952,654 

641,445 

1,138,283 


7,148,005  1  10,363,122 
4,199,116  I  5,170,762 

1,361,239  1,746,794 

11,100,992  12,285,654 

547,615  694,533 

2,944,517  2,987,156 


7,666,926 

1,946,832 

849,494 

245,668 

542,644 
1,638,541 
4,330,278 
1,285,931 


9,023,666 

3,058,529 

1,042,274 

I   300,203 

!  565,563 
,  2,279,910 
I  5,330,497 
1,657,174 


I 
164,342  I   186,075 


149,641 
106,586 

45,448 
539,088 
316,582 
252,171 

97,171 

216,676 
83,487 

37,308 

234,241 
31,713 

862,527 
26,960 

14,739 

82,103 
31,723 
139,532 
262,814 
106,384 
1,320,583 
28,823 
143,302 

1,020,739 
801,007 

594,682 

1,015,888 

55,620 

400,347 

855,205 
158,022 
83,586 
29,102 

162,989 

301,257 

1,025,136 

98,304 

21,208 


$743,898 
2,175,830 

1,092,372 
5,968,794 
6,205,411 
2,860,020 

1,524,781 

2,656,418 
813,267 

634,029 

4,477,247 
585,008 

13,708,573 
443,602 

376,048 

1,341,492 
859,466 
2,343,055 
3,296,827 
2,332,475 
24,743,324 
958,671 
2,315,227 

18,965,468 
14,110,794 

5,396,634 

23,652,135 

1,397,872 

7,146,827 

16,555,453 

4,494,523 

1,985,583 

517,970 

1,521,208 
4,273,733 
13,214,059 
2,609,473 

306,296 


$87,215 
134,149 

20,560 
402,965 
469,650 
137,653 

115,986 

179,596 
70,082 

95,435 

232,456 
40,044 

706,502 
34,942 

28,425 

65,585 
rH,a95 

11X1.195 
t-N,:J97 

I^'^^.nOO 
7S/J11 

:ji   too 

1,046,283 
624,524 

211,840 

1,254,016 

70,509 

427,575 

880,467 

324,406 

112,085 

42,305 

107,853 
230,661 
703,519 
239,767 

56,190 


$1,435,083 
5,100,367 

2,226,566 
12,840,072 
12,884,666 

5,325,700 

8,429,905 

5,103,037 
1,600,446 

1,501,680 

6,061,000 
1,215,762 

26,650,000 
846,606 

630,655 

2,405,459 
1,846,631 
4,370,062 
5,667,081 
4,063,843 
50,048,011 
2,1^,110 


36,543,617 
24,006,203 

0,311,180 
40,308,685 

2,766,140 
13,906,422 

34,961,707 
9,062,312 
4,073,023 
1,135,246 

2,000,257 
8,724,102 
24,093,460 
5,600,630 

734,111 


75,471,310  I  00,727,046  11,654,701  108,601,860  11,613,356 


307,066,273 


GROUP  2. 


Baltimore  Sc  Ohio  R.  R . 
Erie  R.R 


$14,010,620  $18,323,210 
5,372,851       9,619,241 


$2,026,274  l$37,274,397   $2,136,137 
1,201,739  i  18,058,645     1,126,909 


19,392,471     27,942,451       3,228,013  1  55,333,042  ■  3,263,046 


$73,779,638 
35,379,385 


109,159,023 
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GROUP  3. 


Ann  Arbor  R.  R 

Chesapeake  &  Ohio  Ry.  of  In- 
diana  

Chicago  &  Alton  R.  R 

Chicago  &  Eastern  Illinois  R.  R. 

Chicago  &  Erie  R.  R 

Chicago,  Indiana  &  Southern 

Chicago,  Indianapolis  <&  Louis^ 

villeliy 

Chicfu^o,  Peoria  &  St.  Louis 

Chicago,  Terre  Haute  &  SouUi'- 
castemRy 

Cincinnati,  Hamilton  <&  Day- 
ton Ry 

Cincinnati  Northern  R.  R 

Cleveland,  Cincinnati,  Chicago 
&  St.  Louis  Ry 

Detroit  &  Mackinac  Ry 

Detroit  &  Toledo  Shore  Line 
R.R 

Detroit,  Grand  Haven  &  Mil- 
waukee  Rv 

Detroit,  Toledo  Alronton  Ry. ! 

Grand  Kapids  A  Indiana  Ry.. . 

Grand  Trunk  Western  Ry 

Illinois  Central  R.  R 

Lake  Erie  &  Western  R.  R 

New  York,  Chicago  6c  St.  Louis 
R.  R 

Peoria  &  Eastern  Ry 

Pere  Marquette  R.  R 

Toledo,  Peoria  &  Western  Ry . . 

Toledo,  St.  Louis  &  Western 
R  R 

van'daiiaR.'ii  .*.*.';!.*!!!!*.!!!!!! 

Wabash  R.R 

Wabash    Pittsburg    Terminal 

Ry 


Maintenance. 


Way  and 
structures. 


$295,141 

516,760 
2,550,080 
2, 155, 196 

896,208 

671,383 

1,009,198 

269,945 

832,289 

1.241,461 
261,441 

4,795,550 
166,416 

145,378 

651,426 
422,046 
777,463 
826,430 
8,619,025 
894,907 

1,361,239 
547,615 

2,944,517 
245,668 

542,644 
1,638,541 
4,330,278 

164,342 


39,032,586 


Equip- 
ment. 


S259,188 

561,427 
3,379,145 
3,717,829 
1,179,829 

1,120,674 

982,051 

363,677 

402,669 

1,876,586 
297,576 

6,785,848 
174,768 

76,065 

364,853 
469,201 
919,817  I 

1,077,613 
13,952,664 

1,138,283 

1,746,794  i 
694,533 

2,987,166  . 
300,203  I 

665,563  ' 
2,279,910 
6,330,497 

186,076  ' 


949,641 

45,448 
639,088 
316,582 
262,171 

97,171 

216,676 

83,487 

87,308 

234,241 
31,713 

862,527 
26,969 

14,739 

82,102 
31,723 
139,532 
262,814 
1,320,583 
143,302 

594,682 
56,620 

400,347 
29,102 

162,989 

301,267 

1,025,136 

21,208 


53,180,383       7,378,167 


TotaL 


$743,896  I      $87,215  ,    $1,435,063 


1,092,372  I 
6,968,794 
6,205,411  I 
2,860,029  ; 

1,624,781 

2,656,418 

813,257 

684,029 

4,477,247  I 
586,008  I 

18,708,673 
443,602 

876,048 

1,341,492 
859,466 
2,343,066 
3,295,827 
24,743,324 
2,315,227 

5,396,684 

1,397,872 

7,146,827 

617,970 

1,621,208 
4,278,733 
13,214,059 

306,296 


110,701,454 


20,560 
402,965  ' 
489,650 
137,653 

115,986  I 

I 

179,595  I 

70,082 

95,435  I 

232,456  , 
40,014 

706,602 
84,942 

28,425 

65,585 
64,395 
190,195 
194,397 
1,513,325 
141,100 

211,gl0 
70,509 

427,575 
42,306 

107,858 
230,661 
793,519 

56,190 


6,750,859 


2, 225, 666 
12,840,073 
13,884,668 

5,325,790 

3,429,906 

5,103,937 

1,600,448 

1,501,630 

8,061,900 
1,215,783 

26,859,000 
846,  (»6 

639,655 

2,405,456 
1,846,831 
4,370,063 
5,657,061 
50,048,911 
4,632,819 

9,311,180 
2,766,149 
13,906,421 
1,135,248 

2,900,357 
8,724,101 
24,693,480 

734,111 


217,103,441 
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Maxwell  Exhibit  No.  1— Continued. 

Statement  showing  passenger  and  total  operating  revenues  per  mile  of  road, 

fiscal  year  1912. 

[Page  19.) 


Koad. 


PasMoger  earnings. 


Miles. 


Revenue. 


Per  mile. 


Total  operat- 

inKreveoafa 

permileof 

nMd. 


Oroap  A-1: 

l4UEe Shored  Michigan  Southern  By 

Michigan  Central  R.  R 

Pennsylvania  Co 

Pittsburgh,  Cincinnati,  Chicago  <Sc  St.  I^iiis 

By 


1,475.38 
1,816.76 
1,583.88 

1,407.00 


816,158,465 
10,124,156 
12,015,157 

10,910,563 


810,952.07 
5,572.64 
7,588.54 

7,437.33 


Subtotal. 


6,342.47 


49,208,341 


7,758.55 


Group  A-2: 

Bessemer  &  l4ike  Erie  R.  B— 

Hockins  Valley  Ry 

Kanawna  A  Michigan  Ry 

Pittsburgh  &  Lake  Erie  R.  R. 

Toledo  &  Ohio  Central  Ry 

>\  heeUng  &  Lake  Erie  R.  R. . . 


208.67 
361.30 
176. 10 
215.41 
442.60 
457.33 


400,472 
1,03,347 

386,618 
1,742,108 

747,710 

769,019 


1,966.28 
2,996.43 
2,196.45 
8,087.38 
1,680.01 
1,68L54 


Subtotal 

Total  group  A  . 


1,846.50 
8,18817 


5,099,209 
54,307,610 


2,761.58 
"6,631.77 


Group  B: 

Ann  Arbor  R.R 

Chk»go  &  Alton  R.  R 

Chfcagodc  Eastern  Ulinois  R.  R 

Chfcago  &  Erie  R.  R 

Chicago,  Indiana  «<E  Southern  R.  R 

Chk»go,  Indianapolis  <Se  Louisville  Ry 

Chicago,  Peoria  &  St.  Louis  R.  R 

Chicago,  Terre  Haute  &  Southeastern  Ry 

Cincinnati,  Hamilton  *  Dayton  Ry 

Cincinnati  Northern  R.  R 

Cleveland,  Cincinnati, Chi(»go  &  St.  Louis  Ry 

Detroit  «Se  Mackinac  Ry 

Detroit  &  Toledo  Shore  Line  R.R 

Detroit,  Grand  Haven  St  Milwaukee  Ry 

Detroit,  Toledo  &  Ironton  Ry 

Grand  Rapids  &  Indiana  By 

Grand  Tnmk  Western  By 

Illinois  Central  B.  B 

Lake  Erie  Ar  Western  B.B 

New.  York,  Chicago  A  St.  Louis  B.  B 

Peoria  A  Eastern  By 

Pere  Marquette  B.  B 

Toledo,  Peoria  &  Western  Bv 

Toledo.  St.  Louis  &  Western  B.  B 

VandafiaB.  B 

Wabash  R.  R  


29L90 

1,026.67 

1,275.38 

269.56 

829.17 

616.60 

255.47 

206.70 

1,014.60 

244.67 

2,011.64 

36L05 


641,223 
4,802,036 
3.796,856 
1,061,777 

354,141 
2,047,413 

394,886 

230,561 
2,066,413 

264,746 
9,527,604 

386,941 


2,196.72 
4,769.60 
2,975.86 
3,988.93 
1,075.86 
3,827.83 
1,545.72 
1,114.95 
2,086.68 
1,082.05 
4,736.28 
1,07L71 


Total  group  B  . 


190.52 
441.29 
586.  .35 
347.05 

4,762.70 
886.08 
563.32 
351.61 

2,331.03 
247.70 
450.58 
827.27 

2,514.60 


718,076 

210,597 

1.972,109 

2,409.342 

16,570,743 

1,090,464 

1,747,454 

862,487 

4,946,846 

506,340 

577,394 

3,276,497 

8,628,384 


3,769.03 
477.  .M 
3,863.36 
6,942.35 
3,479.28 
1,229.53 
3,102.06 
2,452.97 
2, 122. 17 
2,044.16 
1.28L45 
3,960.61 
3,43L31 


Group  C: 

Baltimore^  Ohio  R.  R  

Erie  R  R 

New  York  Central  A  Hudson  River  R.  R I 

Pennsylvania  R.  R 


Total  group  C  . 


22,402.60 


4.455.06 
1,988.11 
3,594.89 
4,02L20 


69,178,919 


14,754.912 

8.935,163 

32,060,521 

34,247,664 


14,a'>9.28 


90,018,260 


3,087.99 


4,079.60 
5,844.79 
12,U1.96 
10,635.77 


820,071.74 
17,  SSL  85 
34,718.54 

27,782.35 


28,888.34 


41,524.35 
20,7B0.a 
17,860.00 
76.327.46 
11,8S&02 
16,396.48 


26,043.05 
20,706.17 


7.264.07 

14,17L98 

11,980.13 

19,55L76 

11,078.91 

10,547.60 

A,  610. 82 

5,205.13 

9,683.94 

5,414.42 

15,26L«D 

3. 456. 86 

14,900.52 

11.934.33 

3,996.21 

8,838.10 

19,209.98 

12,330167 

6,263.78 

20,580.63 

8,08&53 

7,15110 

5,153.81 

8.578.34 

12,112.18 

11.276.06 


11.066.94 


21,784.08 
24.yiS.8B 
29,096.13 
40,  SSL  55 


6,402.77  I         29,150.13 


SUMMARY. 


Group. 


B.. 

A-1 
A-2. 
A.. 
C... 


Passenger  revenue  per 
mile  of  road. 


Amount. 


$3,088 


7,759 
2,762 
6,632 
6,403 


Percentage  of 
group  B. 

100 


251 


215 
207 


Total  operating  revenues 
pcrmfleoiroad. 


Amount. 


$11,067 


26,888 
26,043 
26,706 
29.150 


Percentage  of 
group  B. 


100 


MS 

335 
241 
SO 


I.  C.  C.  •'Preliminary  abstract." 
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statement  showing  density  of  freight  traffic,  also  freight  revenues  of  selected 
groups  of  Central  Freight  Association  roads,  fiscal  year  1912, 

(Page  20.] 


Mileage 
operated. 


Revenne 
ton-miles. 


Revenue 
ton-miles 
per  mile 
of  road. 


Freight 
revenue. 


Freight 
revenue 
per  mile 
of  road. 


Gronp  A-1: 

Lake  Shore  &  Michigan  Southern 

Michigim  Cen'trai  R.R  * ."'.!'.!!!! 

Pennsylvania  Co 

Pittsburgh,  Cincinnati,  Chicago 
A  St.  Lo'iJs  Ry 


Subtotal. 


Group  A-2: 

Bessemer  &  Lake  Erie  R.  R. , 
Hocking  Valley 
Kanawha  AIT 

Plttsbureh  &  ] 

Toledo  £  Ohio  Central  Ry 

WheeUng  &  Lake  Erie  R.  R. 


tlley  Ry 

( Michigan  Ry. 

&  Lake  Erie  R.R... 


Sqbtotal 

Total  group  A . 


Group  B: 

Ann  Arbor  R.  R , 

Chicago  &  Alton  R.  R. 

Chicago  A  Eastern  Illinois  R.  R. 

Chicago  <b  Erie  R.  R 

Chicago,    Indiana  &  SonUiem 

Chicago,  indianapoUsA  Loi^ 

viiieAy. rr. 

Chicago,  Peoria  A  St.  Lo'iis  R.  R. 
Chicago,  Terre  Haute  A  Bo  ith- 

eastemRy. 

Cincinnati,  Hamilton  &  Dayton 

CindnnatiNorthernR.'  R !  1 ! ! ! ! ! 

Cleveland. Cincinnati,  Chicago  A 
St.  Louis  Ry 

Detroit  <&  Mackinac  Ry 

Detroit  A  Toledo  Shore  Line  R.  R 

Detroit,  Grand  Haven  A  Milwau- 
kee Ry 

Detroit,  Toledo  A  Ironton  Ry... 

Grand  Rapids  A  Indiana  Ry 

Grand  Trunk  Western  Ry 

niinolB  Central  R.  R. 

Lake  Erie  d:  Western  R.  R 

New  York,  Chicago  A  St.  Ix>uls 
R.  R 


Peoria  A  Eastern  Ry 

Pere  Marquette  R.  R 

Toledo,  Peoria  A  Western  Ry... 
Toledo,  St.  Louis  A  Western  R.  R 

VandaliaR.  R 

Wabash  R.  R 


Total  group  B  . 


Group  C: 

Baltimore  dc  OhioR.  R. 

ErieR.R 

New  York  Central  A  Hudson 

River  R.  R 

Pennsylvania  R.  R 


1,743 
1,817 
1,683 

1,467 


6,340,817,264 
3,040,610,461 
7,066,124,346 

4,780,418,666 


3,625,621 
1,673,690 
4,476,466 

3,264,771 


$33,181,667 
20,370,626 
41,206,703 

28,320,866 


6,610 


204 
361 
176 
216 
443 
457 


21,166,870,736 


1,702,428,194 
1,877,072,118 
677,137,798 
1,843,410,174 
1,006,706,246 
1,176,463,368 


3,200,737 

8,800,649 
3,919,932 
3,846,180 
8,667,682 
2,271,807 
2,670,274 


128,088,862 


8,000,696 
6,958,000 
2,732,888 
14,386,903 
4,364,211 
6,434,098 


1,846 


7,871,217,807 


4,263,982 


41,876,799 


8,466 


292 
1,026 
1,276 

270 


617 
266 

361 

1,015 
246 

2,012 

361 

79 

191 
441 
686 
347 
4,763 
886 

663 
362 

2,331 
248 
451 
827 

2,615 


29,028,068,633 


274,  on,  596 
1,616,732,817 
2,106,914,223 

946,994,696 

794,603,234 

616,420,460 
217,806,600 

250,168,091 

1,345,651,680 
103,667,641 

3,734,190,418 
95,821,903 
217,432,104 

171,083,493 
376,406,697 
436,297,914 
723,151,201 
6,210,461,863 
682,398,662 

1,889,624,700 
403,786,090 

1,748,267,067 
67,253,546 
594,292,909 

1,002,134,710 

3,127,414,605 


3,432,839 


942,006 
1,676,270 
1.661,206 
3,613,112 

2,353,643 

835,907 
862,668 

712,687 

1,326,288 
791,097 

1,866.292 

266,398 

2,754,048 

897,719 
861,262 
744,091 
2,083,709 
1,303,979 
770, 132 

3,364,443 
1,148,394 
750,427 
231,141 
1,318,951 
1,211,376 
1,243,708 


164,964,661 


1,447,074 
9,311,818 
11,138,149 
4,089,662 

3,629,632 

4,257,162 
1,261,602 

1,679,686 

7,202,262 
1,048,672 

20,370,626 

842,321 

1,172,825 

1,356,093 
1,475,931 
3,081,800 
4,124,332 
37,881,766 
4,360,466 

9,626,330 
2,226,413 

11,255,760 

764,819 

3,207,823 

6,496,963 

19,074,821 


22,637 


29,730,788,292 


1,313,371 


172,163,608 


4,456 
1,988 

3,696 
4,021 


12,490,418,797 
5,876,665,722 

9,668,081,269 
20,612,522,816 


2,803,648 
2,966,855 

2,700,620 
6,101,006 


72,466,544 
36,701,864 

61,262,436 
119,006,819 


$19,276.98 
11,166.08 
26,036.34 

19,311.48 


18,622.00 


89,282.64 
16,959.89 
16,618.05 
66,783.82 
9,858.39 
14,068.82 


22,685.00 


19,609.00 


4,057.42 
9,078.77 
8,733.20 
16,17Le2 

10,464.46 

6,905.69 
4,938.36 

4,499.35 

7,098.61 
4,286.66 

10,120.38 
2,332198 
14,856.29 

7,117.85 
3,347.00 
6,256.06 
11,883.97 
7,053.84 
4,M9.79 

17,088.66 
6,329.21 
4,828.67 
3,047.31 
7.119.32 
7,853.60 
7,685.61 


7,606.00 


16,266.90 
17,960.60 

17,112.76 
29,594.60 


Total  group  C j      14,059 


48,547,538,604 


3,463,129 


288,436,663 


20,616.00 
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Statement  ihowing  density  of  freight  traffic,  aUo  freight  revenues  of  selected  groups  of 
Central  Freight  Association  roads,  fiscal  year  i91f— Continued. 

SUMMARY. 


Group. 

Revenue  ton-mile,  per 
mile  of  road. 

Fieigtit  revenue  per 
mile  of  road. 

Amount. 

Peroontam 
of  groups. 

Amount. 

Pwoentam 
ofgroopB. 

B 

$1,813,871 

100 

87,006 

100 

A-1 

3,200,737 
4,263,932 
3,432,830 
3,453,120 

344 
826 
961 
968 

18,623 
22,686 
19,600 
30,616 

946 

A-2 

ns 

A . 

967 

C 

970 

L  C.  C. "  PreUminery  abetract." 
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Maxwell  Exhibit  No.  1— Continued. 

Statement  of  average  receipts  per  ton  per  mile  and  for  each  ton  handled  and 

average  haul  per  ton, 

[Page  22.] 


Group. 

Total  mlle- 
ase  operated 
(sEgle  track). 

Averaeere- 
receipts  per 
ton  per  mile. 

Average 

amount 

received  for 

each  ton  of 

flight. 

Average  hau 
per  ton. 

1907. 
1 

MUa. 

8,160.83 
23,885.78 
96,011,61 
13,  on.  27 
26,046.83 
51,091.73 
11,945.92 
31,700.54 
16,451.96 
19,135.41 

dtitt. 

1.145 

.655 

,698 

.703 

.827 

.743 

.933 

.966 

1.051 

1.163 

$1.03897 
.79997 
.68766 
1.30085 
1.28761 
1.13067 
2.41762 
1.91291 
1.53979 
2.40895 

MlUt, 
90  09 

2 

112  05 

3 

119  91 

4 

181  68 

5 

154  73 

6 

141  49 

7 

259.17 

8 

174  66 

9 

141.07 

10 

204  08 

Total 

227,464.88 

.769 

1.06428 

131  71 

1908. 
1 

7,986.31 
28,606.71 
96,071.86 
13,226.57 
26,845.27 
51,230.70 
12,244.90 
32,198.38 
17,047.32 
19,946.53 

1.110 
.643 

:^ 

.826 
.735 
.952 
.953 
1.002 
1.204 

1.06612 
.88908 
.70767 
1.29279 
1.24504 
1.10186 
2.54131 
1.87091 
1.48718 
2.89102 

96  01 

2 

130  57 

3 

119. 15 

4 

186  75 

6 

151  08 

6 

155  04 

7 

269.82 

8 

196  40 

9 

149.44 

10 

198  58 

Total 

230,494.02 

.754 

1.07780 

143  83 

1909. 
1 

7,998.75 
28,887.48 
96,056.91 
13,785.04 
27,487.77 
51,602.15 
12,417.69 
33,284.34 
17,714.22 
21,187.74 

1.128 
.647 
.689 
.669 
.824 
.748 
.945 
.981 
1.070 
1.223 

1.08404 
.84245 
.70996 
1.25870 
1.24165 
1.08077 
2.38331 
1.82184 
1.53765 
2.21676 

94.77 

2 ,. 

130.26 

3 ::.:...!...:::!;.;:::;:::;::::;::: 

119.19 
189  37 

4 ■. 

5 

160.87 

6 

148  78 

7 

252.12 

8 

185.84 

9 

143.99 

10 

181  49 

Total 

235,402.09 

.763 

1.07563 

141  87 

1910. 

8,120.85 
23,815.40 
96,179.96 
13,966.28 
27,975.69 
51,830.65 
13,935.29 
83,986.65 
18,375.10 
22,652.68 

1.115 
.641 
.688 
.655 
.802 
.751 
.945 
.971 
1.056 
1.196 

1.04610 
.81789 
.68487 
1.24949 
1.20428 
1.06317 
2.56188 
1.77156 
1.88856 
2.06630 

98.78 

2 

127  68 

3 

116.66 

4 

192  63 

5 \\ 

150.46 

6 

140  66 

271  11 

8 ; ;..!!!;;;!! 

188.46 

9 

131.56 

10 

174.58 

Total 

240,830.75 

.753 

1.03992 

138  31 

(Nora.— Above  figures  taken  from  Interstate  Commerce  Commission  Statistics  of  RaUways  in  the  United 
States  for  each  fiscal  year  as  shown.) 
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Maxwell  Bxhibit  No.  3. 

[D  denotes  decrease  or  deficit.] 

First  three  months,  fiscal  year  ending  June  SOy  1914. 

GROUP  1. 


Roads. 


Operating 
reyenues. 


Operating 
expenses. 


Net  oper- 
ating rev- 
enues. 


Outside 
operations, 
net  reve- 
nues or 
deficit. 


Operating 
income. 


Increase 
orde- 


1913. 


Ann  Arbor , 

Chesapeake  &  Ohio  of  Indiana. 
(No  report.) 

Chicago  &  Alton 

Chicago  &  Eastern  lUinois 

Chicago*  Erie 

Chicago,  Indiana  A  Southern... . 

Chicago,  Indianapolis  4e  Louis- 
ville  

Chicago,  Peoria  &  St.  Louis 

Chicago,  Terre  Haute  &  South- 
eastern  

Cincinnati,Hamilton  &  Dayton. 

Cincinnati  Northern 

Cleveland,  Cincinnati,  Chicago 
&St.  Louis 

Detroit  &  Mackinac 

Detroit  &  Toledo  Shore  Line. . . . 

Detroit,  Grand  Haven  &  Mil- 
imukee 

Detroit,  Toledo  A  Ironton. 

Grand  Rapids  &  Indiana. 

Grand  Trunk  Western 

Illinois  Central 

Lake  Brie  dc  Western 

Peoria  A  Eastern 

Pere  Marquette 

Toledo,  Peoria  &  Western. 

Toledo,  St.  Louis  &  Western. . . . 

Vaadalia 

Wabash 

Wheeling  A  Lake  Erie 

Wabash  Pittsburg  Terminal 


1661,018 


4,191,629 
4,288,063 
1,402,606 
1,082,861 

1,867,972 
416,699 

522,600 

2,782,996 

394,816 

9,348  331 
880,368 
373,144 

t;-io.  'JOS 

l!i>,'i80 
l,'-'r.^lr79 

ie.:7'.iJ96 

vj:,J76 
4,;ii:4,:l76 

;i0lJ18 
1,^^1.^,738 
3^0^,1.28 
8,;>:i.l38 
2,:::',ii63 

-':^jo06 


1364,997 


2,992,866 

3,616,064 

1,431,962 

906,660 

1,318,176 
406,180 

408,668 

2,264,698 

381,876 

8;  039,600 
217,734 
181,963 

506,790 

546,702 

1,167,698 

1,643,814 

13,090,644 

1,289,614 

731,786 

8,682,439 

329,877 

778,472 

2,276,309 

6,060,274 

1,698,839 

208,196 


$196,021 


1,198,774 

-773,009 

D  29,357 

126,801 

649,796 
11,619 

113,932 

628,297 

12,940 

1,308,731 
112,634 
191,181 

135,208 

D  138,422 

434,381 

332,379 

3,686,162 

800,436 

166,490 

642,687 

34,241 

430,266 

808,819 

2,330,164 

680,224 

90,309 


DS153 


D  7,397 

D8,694 

D  14,926 

8,636 


D943 


7,176 
1,296 


426 


1,407 
D  4,036 
D  5,721 


D  15,888 


D  11,600 
D613 


$154,077 


1,072,777 

629,316 

D  86, 101 

83,990 

476,679 
D2,880 

78,489 
424^,160 
D  3,660 

1,004,607 
88,648 
173,481 

124,838 

D  155,523 

365,585 

233,842 

2,888,431 

242,978 

134,280 

477,274 

19,240 

384,266 

717,  sn 

2,096,321 
581,989 
67,809 


$7,170 


66,983 
D  313, 006 
D  142,099 
D  84,627 

D  28,079 
D  64,218 

4,861 
D  337, 130 
D  70,336 

Dl,618486 

8,277 

47,797 

117,664 
D  249,445 
D  48, 064 
D  167,812 
306,243 
D  155,604 
D  149,328 
D  684,065 
D  62,972 
135,077 
D  38,083 
D  112,009 
D  202, 063 
66,110 


Total.. 
Taxes. 


71,349,537 


66,314,576 


15,034,961 
2,707,241 


D  65,982 


12,271,788 


D3,667,932 


Net,  after  taxes.. 
Bessemer  &  Lake  Brie. 


12,327,720 


Hocking  VaUej... 

Kanawha  A  Michigan 

Lake  Shore  A  Michigan  South- 
ern  

Michigan  Central 

NewTork Central  A  St.  Louis.. 

Pennsylvania  Co 

Pittsburg,  Cincinnati,  Chicago  A 
St.LoSs. 


Pittsburg  A  Lake  Erie. 


urg 


Toledo  A  Ohio  Central. 


8,138,698 

2,316,678 

917,541 

15,168,265 
9,193,734 
8,012,080 

18,632,176 

11,866,833 
5,213,647 
1,764,366 


1,614,870 

1,426,383 

606,441 

10,476,660 
7,134,800 
2,377,454 

12,681,443 

8,936,365 
2,856,390 
1,301,799 


1,623,828 
890,296 
812,100 

4,691,596 

2,068,934 

636,626 

6,960,733 

2,929,468 

2,367,267 

462,666 


14 

52,459 

D843 

D  6,540 

D  26,668 

D764 

211 

D  1,851 


1,609,828 
767,296 
283,675 

4,294,064 

1,710,091 

521,986 

5,168,202 

2,483,946 

2,186,468 

400,964 


D  51,470 

2,100 

D  63,181 

D  816,612 
D  704, 107 
D  159,745 
D  603,629 

D  577,070 
D  406,879 
3,168 


Total.. 
Taxes.. 


71,223,(»7 


49,311,614 


21,912,303 
2,602,702 


17,018 


19,326,619 


D3,379,421 


Net,  after  taxes. 


19,309,601 


GROUP  2. 


Baltimore  A  Ohio 

27,479,818 
14,241,135 

18,993,627 
9,723,284 

8,486,191 
4,517,.851 

D  214,444 
D  74;  107 

7,477,006 
4;004;286 

511,886 
D  846; 922 

Brit 

Total 

41,720,963 

28,716,911 

13,004,042 
1,234,197 

D  288,561 

11,481,294 

D  335,686 

Taxes 

Net,  after  taxes 

11,769,846 

662-1 
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DixoK  Exhibit  No.  1. 

(To  accompany  exhibit  on  page  656.) 
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(To  accompany  exhibit  on  page  665.) 
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(To  accompany  exhibit  on  page  667.) 
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(To  accompany  exhibit  on  page  669.) 
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Dixon  Exhibit  No.  1. 
(To  aooompany  exhibit  on  page  671.) 


1904       1965       1$06 


Of  itti*  VMM 
1907        1908        1909 


1910        1911        19ia  TMS 


19  - 


19 


(To  aooompany  exhibit  on  page  673.) 


TMW  1901        1904        1909        1906        190f        1900       1909        1910        191|        IflifMl* 

is«o  —I 1 J 1 —      jL 1  '        I        vT**>^     \   '  tu*»r    **«^ 


14.5 
14.0 

13.0 

ia.9 


*  .     .  _i.^_-_  -^      ■    "ifc.      ..^^^_         -^      ——^^^  ^ 


14.9 
14«0 

18«Q 


1903        1904        1905        1904        1907 


(To  accompany  exhibit  on  page  675.) 
mND  or  ALL  ROAM 


1908 


1909   1910   ifll   19U 


34- 
33- 
33- 

n- 

30- 
39 -JL 


-33 


33 


:z 


31 
30 
19 


(To  accompany  exhibit  on  page  677.) 
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Dixon  Exhibit  No.  1. 

[Prepared  by  Bureaa  of  Railway  Economics,  Washington,  D.  C] 

Compilation  in  fnatter  of  application  of  eastern  railioays  for  increase  in  freight 

rates,  1915. 

[Page  1.] 
GENERAL  EXPLANATOBT  NOTE. 

The  railway  qystems  Included  in  the  tabulations  prepared  by  the  Bnrean 
of  Bailway  Bconomics  comprise  those  that  appeared  before  the  Interstate  Com- 
merce Commission  in  the  hearings  of  1910-11,  under  Docket  No.  3400,  and 
seTeral  additional  representative  systems  of  the  eastern  district  These  systems 
operate  nearly  nine-tenths  of  the  railway  mileage  of  the  eastern  district,  and 
Include  also  some  mileage  outside  that  district. 

The  eastern  district,  as  outlined  by  the  commission,  is  composed  of  the  region 
extending  from  the  Atlantic  seaboard,  north  of  the  Potomac  and  Ohio  Rivers. 
to  a  western  boundary  constituted  of  Lake  Michigan,  a  line  from  Chicago  . 
through  Peoria  to  St  Louis,  and  the  Mississippi  River  from  St  Louis  to  Cairo. 
This  district  varies  slightly  from  the  region  known  as  official  classification 
territory. 

The  sources  of  the  statistics  in  these  tabulations  are  as  follows:  Railway 
statistics,  returns  of  the  railways  to  the  Interstate  Commerce  Commission  and 
compilations  of  the  commission  itself  based  on  such  returns;  population  and 
manufacturing  statistics,  reports  of  the  United  States  Bureau  of  the  Census. 
Wherever  possible  averages  based  upon  returns  to  the  commission  have  been 
utilized  as  filed;  for  such  systems  as  represent  a  combination  of  two  or  more 
operating  railways,  however,  new  averages  have  been  computed  by  the  Bureau 
of  Railway  Economics,  the  basic  factors  for  the  railways  in  each  system  being 
combined  and  related  to  each  other  according  to  the  instructions  of  the  com- 
mission. In  making  computations  the  statistical  methods  employed  by  the 
commission  have  been  followed. 

The  49  railway  systems  represented  in  these  tabulations  are  composed  of  107 
railways  operating  as  of  June  30,  1912.  These  107  railways,  and  the  manner 
in  which  they  have  been  combined  to  make  up  the  49  systems,  are  indicated  in 
the  following  list  Owing  to  the  fact  that  a  number  of  the  railways  in  the 
list  are  imrts  of  the  New  York  Central  and  Pennsylvania  systems,  for  which 
separate  10-year  statements  of  property  investment  and  income  accounts,  and 
of  operating  revenues,  expenses,  and  taxes  have  been  filed  with  the  commission 
in  this  docket  the  49  systems  here  listed  are  identical  with  the  thirty-odd 
systems  for  which  10-year  statements  have  been  filed. 


Names  of  the  principal  and  subsidiary  operating  railway  companies  comprising 
the  49  systems,  June  SO,  1912. 


[Page  2.] 


Ann  Arbor. 
Baltimore  &  Ohio. 
Bessemer  &  Lake  Erie. 
Boston  &  Maine: 

Montpelier  &  Wells  River. 

St  Johnsbury  &  Lake  Champlain. 

Sullivan  County. 

Vermont  Valley. 

York  Harbor  &  Beach. 
Buffalo  &  Susquehanna  Railroad  and 

Railway. 
Buffalo,  Rochester  &  Pittsburgh. 
Central  New  England. 
Central  Railroad  of  New  Jersey. 
Chesapeake  &  Ohio. 
Chicago,  Indiana  &  Southern. 
Chicago,  Indianapolis  &  Louisville. 


Chicago,  Terre  Haute  &  Southeastern. 
Cincinnati,  Hamilton  &  Dayton. 
Cleveland,  Cincinnati,  Chicago  &  St 
Louis: 

Cincinnati  Northern. 

Peoria  &  Eastern. 
Coal  &  Coke. 
Dayton  &  Union. 

Delaware  &  Hudson : 

Cooperstown  &  Charlotte  Valley. 

Greenwich  &  Johnsonville. 
Delaware,  Lackawanna  &  Western : 

Lackawanna  &  Montrose. 

Sussex. 

Syracuse,     Bingbamton     &     New 
York. 


Digitized  by  VjOOQ IC 


654 


FIVE  PEE  CENT  CASES. 


Dixon  Exhibit  No.  1— Continued. 

Names  of  the  principal  and  subMxary  operating  railway  co/npaniee  comprising  the  49 
systems f  June  30,  1912 — Continued. 


Detroit,  Toledo  &  I  ronton. 
Erie: 

Bath  &  Hammondsport 

Ciiicago  &  Erie. 

New  Jersey  &  New  York. 

New      York,      Susquehanna      & 
Western. 

Wilkes  Barre  &  Eastern. 
Grand  Kapids  &  Indiana. 
Hocking  Valley. 
Kanawha  &  Michigan. 
Lake  Erie  &  Western. 
Lake  Shore  &  Michigan  Southern: 

Dunkirk,     Allegheny     Valley     & 
Pittsburgh. 

Lake  Erie,  Alliance  &  Wheeling. 
Lehigh  &  Hudson  River. 
Lehigh  &  New  England. 
Lehigh  Valley. 
Maine  Central. 
Michigan  Central: 

Chicago,  Kalamazoo  &  Saginaw. 

Detroit  &  Charlevoix. 
New  York  Central  &  Hudson  River: 

Little  Falls  &  Dolgeville. 

New  York  &  Ottawa. 

St.  Lawrence  &  Adirondack. 
New  York,  Chicago  &  St  Louis. 
New  York,  New  Haven  &  Hartford. 
New  York,  Ontario  &  Western. 
Norfolk  &  Western. 
Pennsylvania  lines  east: 

Baltimore,  Chesapeake  &  Atlantic 

Cape  Charles. 

Cumberland  Valley. 

Long  Island. 

Maryland,  Delaware  &  Virginia. 

New  York,    Philadelphia   &   Nor- 
folk. 

Northern  Central. 

Philadelphia,  Baltimore  &  Wash- 
ington. 


Pennsylvania  lines  east — Continued. 

Rosslyn  Connecting. 

Union  Railroad  of  Baltimore. 

West  Jersey  &  Seashore. 
Pennsylvania  Co.: 

Cincinnati,   Lebanon  &  Northern. 

Cleveland,  Akron  &  Cincinnati. 

Waynesburg  &  Washington. 
Pere  Marquette. 
Philadelphia  &  Reading: 

Atlantic  City. 

Catasauqua  &  Fogelsville. 

Chester  &  Delaware  River. 

Gettysburg  &  Harrisburg. 

Mlddletown  &  Hummelstown. 

Northeast  Pennsylvania. 

Perklomen. 

Philadelphia  &  Chester  Valley. 

Philadelphia,    Newtown    &    New 
York. 

Pickering  Valley. 

Port  Reading. 

Reading  &  Columbia. 

Rupert  &  Bloomsburg. 

Stony  Creek. 

Tamaqua,  Hazel  ton  &  Northern. 

Williams  Valley. 
Pittsburgh,  Cincinnati,  Chicago  &  St 

Louis. 
Pittsburgh  &  Lake  Erie. 
Rutland. 
Toledo  &  Ohio  Central : 

ZanesvlUe  &  Western. 
Toledo,  St  Louis  &  Western. 
Vandalla. 
Wabash  Pittsburgh  Terminal: 

West  Side  Belt 
Wabash. 
Western  Maryland: 

Georges  Creek  &  Cumberland. 
Wheeling  &  Lake  Erie. 


Comparison  of  increase  in  population,  railway  mileage,  and  railway  traffic^ 

railways  in  the  eastern  district,  fiscal  years  190S  to  19J2, 

[Page  3.] 

ANALYSIS. 

Mileage. — Population  in  the  eastern  district  increased  17  per  cent  from  1903 
to  1912,  miles  of  railway  line  (single  track)  6i  per  cent,  miles  of  main  track 
15  per  cent  and  miles  of  all  tracks  21  per  cent.  That  miles  of  main  track 
and  miles  of  all  tracks  have  grown  at  a  greater  rate  than  miles  of  line  is 
significant  of  the  Intensive  development  of  eastern  railways  during  the  decade. 

From  1910  to  1912  population  In  the  eastern  district  grew  at  the  rate*  of 
nearly  4  per  cent,  miles  of  line  Increased  li  per  cent,  miles  of  main  track  SJ 
per  cent  and  miles  of  all  tracks  4  per  cent. 

Traffic. — As  compared  with  the  increase  of  17  per  cent  in  the  population  of 
the  eastern  district  between  1903  and  1912.  ton-miles  Increased  53  per  cent 
and  passenger-miles  increased  42  per  cent  In  other  words,  freight  traffic 
increased  three  times  and  passenger  traffic  two  and  one-half  times  as  fast  as 
population.  Between  1910  and  1912  freight  traffic  and  passenger  traffic  both 
increased  at  a  greater  rate  than  population. 
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Compafison  of  increase  in  population,  railway  mileage,  and  railway  traffic, 
railways  in  the  eastern  district,  fiscal  years  190S  to  1912. 

lPage4.] 


Year. 


1908 

1904 

1906 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

Annual  average: 

1909-1912 

1909-1907 

1908-1912 

Per  cent  of  Increase: 

1912  over  1903 

1912  over  1910 

Annual  average  1908-1912  over 
1903-1907 


Popula- 


Populi 
tfon. 


3e,.l'-.|,L.J24 

37, MM. -a? 
37,711:,  iSO 

3i^,.iV^J14 
3t  "       177 


39,395,592 
37,707,460 
41,083,734 

10.84 
3.02 

8.95 


Railway  mileage  operated. 


Railway  traffic. 


Miles  of 
line. 


55,706 
56,364 
56,980 
57,422 
57,845 
58,248 
58,300 
58,499 
58,909 
59,325 

57,760 
56,863 
58,656 

6.50 
1.41 

3.15 


Miles  Of 
main 
track. 


68,262 
69,727 
71,320 
72,322 
73,842 
74,930 
75,378 
76,037 
77,508 
78,727 

73,811 
71,095 
76,528 

15.33 
3.54 

7.64 


Miles  of 

all 
tracks. 


Ton-miles. 


95,349 
98,307 
101,360 
103,764 
106,438 
108,417 
109.599 
111,051 
113,506 
115,683 

106,347 
101,044 
111,651 

21.33 
4.17 

10.60 : 


93,948, 
94,539, 
102,376, 
117,790, 
128,702, 
118,567, 
117,620, 
138,692, 
138,018, 
143,803, 


276,807 
212,943 
423,732 
729,041 
164,279 
312,076 
082,705 
142,554 
972,839 
436,298 


119,394,876,236 
107,471,361,160 
131,318,389,312 

53.07 
3.09 

22.19 


Passenger- 
miles. 


10,986, 
11,411, 
12,101, 

12,648, 
13,733, 
14,037, 
13,649, 
14,825, 
15,306, 
15,578, 


949,080 
164,143 
776,737 
752,464 
514,361 
009,629 
998,170 
472,236 
761,362 
111,694 


13,433,849,976 
12,176,229,366 
14,091,470,596 

41.80 
5.08 

20.66 


Authoritiea. — Reports  of  the  Bureau  of  the  Census ;  returns  of  the  railways  to  the 
Interstate  Commerce  Commission. 

Explanatory  note. — The  population  figure  shown  fop  1910  is  shown  from  official  com- 
pilations of  the  Thirteenth  Census ;  those  for  the  other  years  are  estimates  based  upon  the 
rate  of  population  growth  between  1900  and  1910.  The  method  underlying  these  esti- 
mates is  that  of  the  Census  Bureau  itself.  The  railway  statistics  of  this  table  are  those 
of  the  49  railway  systems  covered  by  the  compilations  of  the  Bureau  of  Railway 
Economics. 

Operating  revenues,  empenses,  and  income  in  the  aggregate  and  per  mile  of 
line;  railways  in  the  eastern  district,  fiscal  years  1910, 1911,  1912,  and  191S. 

[Page  5.] 

ANALYSIS. 

Althongh  total  operating  revenues  of  the  eastern  railways  per  mile  and 
operating  income  per  mile  were  greater  in  1913  than  in  1912,  and  greater  in 
1912  than  In  1911,  the  increases  of  the  two  years  combined  have  not  been 
sufficient  to  bring  the  operating  income  of  the  eastern  railways  back  to  the 
level  of  the  year  1910.  Total  operating  revenues  per  mile  were  greater  in  1913 
than  in  1910  by  $2,819,  or  13.7  per  cent,  but  the  increase  in  expenses  more 
than  balanced  this  increase  in  revenue,  the  result  being  a  decrease  In  net 
operating  revenue  per  mile  of  $127,  or  1.8  per  cent,  and  a  decrease  in  operating 
income  per  mile  of  $312,  or  5  per  cent. 

Total  operating  revenues  were  greater  in  1913  than  in  1910  by  $181,000,000. 
operating  expenses  and  taxes  were  greater  by  about  $194,500,000,  and  net 
revenue  from  outside  operations  fell  off  over  half  a  million,  so  that  operating 
income  showed  a  decrease  of  more  than  $14,000,000.  This  decrease  took  place 
in  the  face  of  an  Increase  In  property  investment  amounting  to  more  than 
$600,000,000,  as  is  shown  in  another  statement. 
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Dixon  Exhibit  No.  1 — Contmued. 

Comparison  of  rate  of  return  on  capital,  1910;  railtoayg  of  the  United  States; 
the  manufacturing  industry  as  a  whole;  and  the  104  principal  manufaciurin§ 
industries  in  detail. 

[Page  11.] 

EXPLANATOBT   NOTE. 

BaUways. —The  railway  statistics  of  this  table  relate  to  the  fiacal  year  end- 
ing June  30,  1910.  Gross  railway  returns  as  shown  comprise  the  rerenuefi,  bodl 
of  rail  and  of  outside  or  auxiliary  operations.  That  is,  gross  returns  cor- 
respond to  total  operating  revenues  plus  revenues  from  outside  operations. 
Expenses  as  shown  comprise  salaries  and  wages,  taxes,  and  cost  of  materials 
and  supplies,  including  miscellaneous  items,  such  as  Insurance,  advertising,  loss 
and  damage,  etc.  That  is,  expenses  correspond  to  operating  expenses, 
expenses  of  outside  operations,  and  taxes.  Net  return  or  operating  income  is 
the  residue  of  gross  returns  after  expenses  have  been  paid. 

Manufactures, — ^The  104  Industries  shown  in  detail  in  the  table  are  those 
which  during  the  year  covered  by  the  census  of  1910  (which  was  for  the  most 
part  the  calendar  year  1909),  either  had  a  capital  value  or  produced  g^rosi 
returns  amounting  to  $25,000,000  or  over. 

The  various  items  shown  for  manufacturing  industries  may  be  described 
as  follows  in  the  words  of  the  census  authorities  (Abstract  of  the  Thirteenth 
(Census,  p.  437).  These  descriptions  contain  also  certain  qualifications  made 
by  the  Census  Bureau  with  regard  to  the  reliability  of  the  material. 

Capital :  *'  For  reasons  stated  In  the  reports  of  prior  censuses  the  statistics 
of  capital  secured  by  the  census  canvass  are  so  defective  as  to  be  of  little 
value,  except  as  indicating  very  general  conditions.  The  Instructions  on  the 
schedule  for  securing  capital  were  as  follows  : 

"The  answer  should  show  the  total  amount  of  capital,  both  owned  and 
borrowed,  on  the  last  day  of  the  business  year  reported.  All  the  Items  of  fixed 
and  live  capital  may  be  taken  at  the  amounts  carried  on  the  books.  If  land 
or  buildings  are  rented,  that  fact  should  be  stated  and  no  value  given.  If  a 
part  of  the  land  or  buildings  Is  owned,  the  remainder  being  rented,  that  fact 
should  be  so  stated,  and  only  the  value  of  the  owned  property  given.  Do  not 
include  securities  and  loans,  representing  investments,  In  other  enterprises." 

Gross  value  of  products :  **  The  amounts  given  under  this  head  represent  the 
selling  value  at  the  factory  of  all  products  manufactured  during  the  year, 
which  may  differ  from  the  value  of  the  products  sold.  Amounts  received  for 
work  on  materials  furnished  by  others  are  included." 

Expenses:  "Under  *  Expenses'  are  included  all  items  of  expense  incident 
to  the  year's  business,  except  interest,  whether  on  bonds  or  other  forms  of 
indebtedness,  and  allowances  for  depreciation." 

Materials :  "  The  statistics  as  to  cost  of  materials  relate  to  materials  used 
during  the  year,  which  may  be  more  or  less  than  the  materials  purchased 
during  the  year.  The  term  *  materials'  Includes  fuel,  rent  of  power  and  heat 
mill  supplies,  and  containers,  as  well  as  materials  forming  a  constituent  part 
of  the  product.  Under  the  head  of  *  Fuel '  is  included  all  fuel  used,  whether  for 
heat,  light,  or  power,  or  for  the  process  of  manufacture." 

Net  returns  represent  the  difference  between  gross  value  of  products  and 
expenses. 

Authorities, — Annual  statistical  report  of  the  Interstate  Commerce  Commis- 
sion, 1910 ;  Abstract  of  the  Thirteenth  Census,  1910. 


Ratio  of  cajntal  stock  to  total  capitalization:  Railways  of  the  United  States 
and  the  eastern  district,  fiscal  years  190S  to  1912, 
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ANALYSIS. 

The  ratio  of  capital  stock  to  total  railway  capital  securities  has  been  falling, 
both  in  the  United  States  as  a  whole  and  In  the  eastern  district. 

For  the  railways  of  the  United  States  this  ratio  decreased  from  48.85  per 
cent  in  1903  to  44.05  per  cent  in  1910,  and  from  44.05  per  cent  In  1910  to  ap- 
proximately  43.60  per  cent  in  1912.  For  the  railways  of  the  eastern  district 
as  a  whole  the  ratio  has  been  higher  than  for  the  United  States  in  most  years. 
but  has^)een  declining.  The  decrease  was  from  50.43  to  45.02  per  cent  in  1910, 
from  wmch  there  was  a  slight  incrase  to  46.17  per  cent  in  1911. 
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EXPLANATOBT  NOTE. 

The  aggregates  shown  apply  to  Jnne  SO  of  the  respecttye  years,  and  repreoent 
the  gross  amounts  of  total  capital  securities  and  of  capital  stock  issued  an4 
outstanding.  Official  statistics  for  the  eastern  district  for  June  80,  1912,  are 
not  yet  arailable;  those  shown  for  the  United  States  are  subject  to  the  limita- 
tion noted  on  the  table. 


Ratio  of  capital  stock  to  total  capitalization:  Railways  of  the  United  States  and 
the  eastern  district,  fiscal  years  1903  to  1912, 

(Page  13.1 


United  States. 

Eastern  district. 

Year. 

Total 
capitalization. 

Total 
capital  stock. 

Ratio  of 
stock  to 

total 
capital!, 
nation. 

Per  ceni. 
48.85 
47.98 
47.48 
46.70 
45.75 
43.97 
43.95 
44.06 
44.10 
43.36 

Total 
capitalization. 

Total 
capital  stock. 

Ratio  of 
stock  to 

total 
capital!, 
cation. 

1903 $12,599,990,258 

1904 13,213,124,679 

1906 13,805,258,121 

1906 14,570,421,478 

1907 16,082,146,683 

$6J55.*5*t.a32 
6, 7^.  SI  in,  .i20 
6,.VU..V.:  '151 
6.^Li,  7tiii  ^193 

7.a.^xwii.ri9i 

7,373.212,  523 
7.t'.*ifl,27K,:>15 
8,113,657.:^ 
8, 470, 717/111 
8,4W,,yW>,<«7 

1 

$4 ,  ^t «.  m,  573     $2,  m,  832 .  520  '         60. 43 
S     -^28,336       2,m,2&S.m  '         49.88 
S           72,099  1    2,5'JSJ>:i?.i)43  1         48.46 
S            14,732       2,flW,!«'{,;a8            46.74 
fl           29,509       2,ST0, 52rr,  181            45.22 

190S 16,767,544,827 

1909 1  17,487,868,935 

1910 18,417,132,238 

1911 19,208,935,081 

19121 '  19,533,750,802 

e            19,486  '    2.H3^,fj:(1.S57            43.91 
fi    .       ,31,103       2,!**3,3a=i:441            43.78 
6.7f»7.«61,293       3,&t1,KSiHH0            46.02 
7.2fHj54,383       3,332.507.532  ;         46.17 

1  Returns  for  1912  are  those  of  railways  havini;  annual  operating  revenues  of  $100,000  cr  over.  Corre- 
sponding returns  for  the  eastern  district  have  not  yet  been  compiled.  The  ratio  for  1912  would  besURhtly 
increased  (approximately  43.60  per  cent)  were  all  railways  included. 

AiUhorWet.—Amiual  statistiod  reports  of  the  Interstate  Commerce  Commission. 

Average  tractive  power  per  locomotive:  Railways  in  the  eastern  district,  fUoai 

years  1903  to  1912, 

[I'age  14.1 
ANALYSIS. 

Average  tractive  power  per  locomotive  increased  nearly  34  per  cent  on  the 
eastern  railways  between  1903  and  1912.  Since  1910  there  has  been  an  increase 
of  nearly  7  per  cent  in  average  tractive  power,  while  the  annual  average  for 
the  second  half  of  the  decade  (1908-1912)  was  greater  than  that  of  the  first 
half  (1903-1907)  by  15  per  cent. 

Increases  in  average  tractive  power  between  1903  and  1912  occurred  on  each 
of  the  49  railway  systems  covered  by  the  table.  While  the  increase  varied  con- 
siderably in  amount  from  road  to  road,  there  was  no  exception  to  the  rule  of 
Increases  during  the  decade. 

EXPLANATORY  NOTE. 

The  averages  for  this  table  were  computed  by  dividing  the  total  number  of 
locomotives  of  aU  kinds  in  service  on  June  30  of  the  respective  years  into 
their  aggregate  pounds  of  tractive  power.  Averages  for  all  the  roads  com- 
bined were  ascertained  by  dividing  the  aggregate  number  of  locomotives  of  all 
roads  into  the  aggregate  tractive  power  for  all  roads. 
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Betore  the  Interstate  Commerce  Commission. 

WASHINGTON,  D.  C,  BECEMBEB  10,   1913. 
THIRD  DAY. 

The  commission  met  at  10  o'clock  a.  m.  at  the  New  Willard  Hotel 
Present :  Commissioner  Harlan. 

Appearances. 

Louis  D.  Brandeis,  Charles  W.  Needham,  James  W.  Carmalt,  r^>- 
resenting  the  Interstate  Commerce  Commission. 

Austin,  Chas.  J.,  traffic  manager,  New  York  City,  appearing  for 
the  New  York  Produce  Exchange. 

Barlow,  H.  C,  10  South  La  Salle  Street,  Chicago,  111.,  appearing 
for  the  Chicago  Association  of  Commerce. 

Beattie,  John  J.,  general  counsel,  Warwick,  N.  Y.,  appearing 
for  the  Lehigh  &  Hudson  River  Railway  Co. 

Boltz,  F.  W.,  1019-1023  Rose  Building,  Cleveland,  Ohio,  appear- 
ing for  the  National  Petroleum  Association  and  the  Independent 
Petroleum  Marketers'  Association  of  the  United  States. 

Bond,  Hugh  L.,  Baltimore.  Md.,  appearing  for  the  Baltimore  4 
Ohio  Railroad  Co. 

Brownell,  George  F..  New  York,  N.  Y.,  appearing  for  the  Erie 
Railroad  Co. 

Butterfield,  O.  E.,  Chicago.  111.,  appearing  for  the  New  York  Cen- 
tral lines. 

Cassodav,  Butler,  Lamb  &  Foster,  by  Rush  C.  Butler,  William  E. 
Lamb,  and  C.  R.  Hillyer,  appearing  for  freight  traffic  committee  of 
the  Chicago  Association  of  Commerce. 

Chamberlin,  C.  D.,  1019-1023  Rose  Building,  Cleveland,  Ohio,  ap- 
pearing for  the  National  Petroleum  Association  and  the  Independ- 
ent Petroleum  Marketers'  Association  of  the  United  States. 

Cowles,  James  L.,  125  East  Twenty-third  Street,  New  York  City, 
appearingfor  the  general  public. 

Coyle,  J?.  W.,  510  Locust  Street,  St.  Louis,  Mo.,  appearing  for 
Business  Men's  League  of  St.  Louis,  Mo. 

Dalrymple,  J.  L.,  Montreal,  Quebec,  appearing  for  the  Grand 
Trunk  Railway  Co. 

Dixon,  George  D.,  freight  traffic  manager,  Philadelphia,  Pa.,  ap- 
pearing for  the  Pennsylvania  Railroad  Co. 

Delano,  Frederic  A.,  president.  Chicago,  111.,  appearing  for  the 
Wabash  Railroad  Co. 

Earl,  A.  J.,  Cleveland.  Ohio,  appearing  for  Kelly  Island  Lime  & 
Transport  Co. 

Freer,  G.  M.,  Cincinnati.  Ohio,  appearing  for  Cincinnati  Cham- 
ber of  Commerce. 

Glasgow,  Wm.  A.,  ir.,  Philadelphia,  Pa.,  appearing  for  cement 
manufacturers  in  the  Lehigh  Valley  region;  the  Lackawanna  Steel 
Co.,  of  Buffalo,  N.  Y. ;  the  Alan  Wood,  Iron  &  Steel  Co.,  and  other 
iron  and  steel  companies  in  Pennsylvania. 

Hall,  G.  Rov,  Duluth.  Minn.,  appearing  for  Duluth  Commercial 
aub. 
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Henderson,  J.  H.,  commerce  counsel  of  Iowa,  statehouse,  Des 
Moines,  Iowa,  appearing  for  the  State  of  Iowa. 

Hopkins,  W.  M.,  Board  of  Trade,  Chicago,  HI.,  appearing  for 
Chicago  Board  of  Trade. 

Hurd,  D.  F.,  traffic  commissioner,  Cleveland,  Ohio,  appearing  for 
Cleveland  Chamber  of  Commerce. 

James,  Francis  B.,  Westory  Building,  Washington,  D.  C,  appear- 
ing for  Minneapolis  Civic  and  Commerce  Association. 

Johnston,  Charles  M.,  Pittsburgh,  Pa.,  appearing  for  the  Pitts- 
burgh Coal  Co.  and  the  New  Pittsburgh  Coal  Co. 

Keavys,  J.,  commissioner,  Indianapolis,  Ind.,  appearing  for  the 
Indianapolis  Chamber  of  Commerce. 

Kelly,  N.  B.,  211  Bourse  Building,  Philadelphia,  Pa.,  appearing 
for  the  Philadelphia  Chamber  of  Commerce. 

Lincoln,  J.  C.,  manager  traffic  bureau,  283  Broadway,  New  York, 
N.  Y.,  appearing  for  the  Merchants'  Association  of  New  York. 

Littleiord,  James,  Ballard  &  Frost,  Francis  B.  James,  and  E.  E. 
Williamson,  Westory  Building,  Washington,  D.  C,  appearing  for 
the  following,  to  wit : 

I.  The  Eastern  Paving  Brick  Manufacturers'  Association. 

II.  The  National  Pavmg  Brick  Manufacturers'  Association. 

III.  The  Northwestern  millers,  including  in  particular  the  follow- 
ing, having  daily  outputs  as  stated,  to  wit:  Bussell-Miller  Mill- 
ing Co.,  Minneapolis,  Minn.,  7,500;  Geo.  C.  Christian  &  Co.,  Min- 
neapolis, Minn.,  2,400;  Barber  Milling  Co.,  Minneapolis,  Minn.,  1,200; 
National  Milling  Co.,  Minneapolis,  Minn.,  600;  W.  J.  Jennison  &  Co., 
Minneapolis,  Minn.,  700;  Sheffield-King  Milling  Co.,  Minneapolis, 
Minn.,  2,600;  Alex.  S.  Campbell,  Austin,  Minn.,  200;  L.  G.  Campbell 
Milling  Co.,  Owatonna,  Minn.,  700 ;  New  Prague  Milling  Co.,  New 
Prague,  Minn.,  5,000;  Crookston  Milling  Co.,  Crookston,  Minn.,  250; 
Elysian  Milling  Co.,  Elysian,  Minn.,  500;  Crescent  Milling  Co., 
Fairfax,  Minn.,  450;  Fergus  Flour  Mills,  Fergus  Falls,  Minn.,  500; 
Jennison  Bros.,  Janesville,  Minn.,  800;  Tennant  &  Hoyt  Co.,  Lake 
City,  Minn.,  800;  Everett- Aughenbaugh  &  Co.,  Waseca,  Minn.,  2,400; 
Northwestern  Milling  Co.,  Little  Fafls,  Minn.,  600;  C.  S.  Christen- 
son  Co.,  Madelia,  Minn.,  700;  Commander  Milling  Co.,  Minneapolis, 
Minn.,  550;  Marshall  Milling  Co..  Mai-shall,  Minn.,  1,000;  Melrose 
Milling  Co.,  Melrose,  Minn.,  300 ;  Eagle  Roller  Mill  Co.,  New  ITlm, 
Minn.,  5,000;  Red  Wmg  Milling  Co.,  Red  Wing,  Minn.,  1,200;  The 
La  Grange  Mills,  Red  Wing,  Minn.,  1,500;  The  Geo.  Tileston  Mill- 
ing Co.,  St.  Cloud,  Minn.,  1,000;  Wabasha  Roller  Mill  Co.,  Wabasha, 
Minn.,  750;  Bay  State  Milling  Co.,  Winona,  Minn.,  3,500;  Cavalier 
Milling  Co.,  Cavalier,  N.  Dak.,  250;  Grafton  Roller  Mill  Co.,  Graf- 
ton, NT  Dak.,  1,000;  Park  River  Milling  Co.,  Park  River,  N.  Dak., 
300;  W.  H.  Stokes  Milling  Co.,  Watertown,  S.  Dak.,  1,200;  Bemhard 
Stem  &  Sons,  Milwaukee,  Wis.,  1,400;  total  capacity,  46,750  barrels. 

IV.  The  National  Shoe  Wholesalers'  Association  of  the  United 
States,  including:  (1)  Western  Association  of  Shoe  Wholesalers, 
(2)  Southern  Shoe  Wholesalers'  Association,  (3)  Middle  States 
Shoe  Wholesalers'  Association,  (4)  New  England  Shoe  Wholesalers' 
Association. 

Lyon,  Frank,  808  Colorado  Building,  Washington,  D.  C,  appear- 
ing for  the  Pittsburgh  Coal  Co.  and  the  New  Pittsburgh  Coal  Co. 
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McCain,  C.  C,  143  Liberty  Street,  New  York  City,  appearing  for 
the  Tnink  Line  Association. 

Martin,  Henderson  I.,  Topeka,  Kans.,  appearing  for  the  Missis- 
sippi Valley  State  Commission. 

Merriam,  Seward  L.,  Detroit,  Mich.,  appearing  for  the  Pere  Mar- 
quette Bailroad  Co. 

Minnis,  James  L.,  St.  Louis,  Mo.,  appearing  for  the  following  com- 

Eanies,  with  mileage  of  each  given :  Chesapeake  &  Ohio  Railway  of 
[idiana«  285 ;  Chicago  &  Alton,  1,026 ;  Chicago  &  Eastern  Illinois, 
1,275;  Chicago,  Indianapolis  &  Louisville,  617;  Chicago,  Peoria  & 
St.  Louis,  255;  Chicago,  Terre  Haute  &  Southeastern,  351;  Detroit 
&  Toledo  Shore  Line,  79;  Detroit,  Toledo  &  Ironton,  441;  Illinois 
Central,  4,765;  Toledo,  Peoria  &  Western,  248;  Toledo,  St.  Louis  & 
Western,  451 ;  Wabash,  2,515 ;  Wabash  Pittsburg  Terminal,  67 ; 
Akron,  Canton  &  Youngstown,  10;  Central  Indiana,  127;  Chicago 
&  Illinois  Midland,  25 ;  Chicago  &  Wabash  Valley,  37 ;  Chicago,  Mil- 
.  waukee  &  Gary,  127 ;  Cincinnati,  Bluffton  &  Chicago,  52 ;  Cdumbus 
&  Southern,  23 ;  Illinois  Southern,  138 ;  Illinois  Terminal,  26 ;  James- 
town^ Chautauqua  &  Lake  Erie,  39;  Lorain  &  West  Virginia,  35; 
Loram,  Ashland  &  Southern,  25 ;  Montour,  18 ;  New  Jersey,  Indiana 
&  Illinois,  12;  Ohio  Electric  (steam)?  42;  Ohio  River  &  Western, 
112;  Ohio  Southeastern,  104;  Oil  Belt,  25;  Pittsburg,  Lisbon  & 
Western,  25;  Wabash,  Chester  &  Western,  65;  West  Side  Belt,  22; 
Yoimgstown  &  Ohio  River,  37. 

Moore,  R.  Walton,  Colorado  Building,  Washington,  D.  C,  appear- 
ing for  the  Old  Dominion  Steamship  Co.  and  Merchants  &  Miners 
Transportation  Co. 

Morris,  Eugene,  chairman  Central  Freight  Association,  Chicago, 
111.,  appearing  for  the  Central  Freight  Association  carriers. 

Morton,  E.  C,  Columbus,  Ohio,  appearing  for  the  Pittsbui^h 
Coal  Co.  and  the  New  Pittsburgh  Coal  Co. 

Muller,  Jean  Paul,  423  Woodward  Building,  Washington,  D.  C, 
appearing  for  Toledo  Produce  Exchange,  TolSio,  Ohio. 

Patterson,  George  Stuart,  Philadelphia,  Pa.,  appearing  for  the 
Pennsylvania  Railroad  Co. 

Perry,  S.  S.,  Union  Trust  Building,  Washin^n,  D.  C,  appearing 
for  the  New  York,  New  Haven  &  Hartford  Railroad  Co.,  the  Boston 
&  Maine  Railroad  Co.,  and  the  Maine  Central  Railroad  Co. 

Porter,  Louis  H.,  140  Nassau  Street,  New  York  City,  appearing 
for  Alpha  Portland  Cement  Co. 

Reath,  Theodore  W.,  1201  Commercial  Trust  Co.,  Philadelphia, 
Pa.,  appearing  for  the  Norfolk  &  Western  Railway  Co. 

Rumn,  J.  R.,  Roanoke,  Va.,  appearing  for  the  Norfolk  &  Western 
Railway  Co. 

Stevens,  G.  W.,  president,  Richmond,  Va.,  appearing  for  the 
Chesapeake  &  Ohio  Railway  Co. 

Thom,  Alfred  P.,  Washington,  D.  C,  appearing  for  the  Southern 
Railway  Co. 

TricKett,  W.  P.,  Minneapolis,  Minn.,  appearing  for  the  Minne- 
apolis Civic  &  Commerce  Association. 

Watson,  Page  A.,  Morris  Building,  Philadelphia,  Pa.,  appearing 
for  the  Sun  Co.,  Philadelphia,  Pa. 

Willard,  Daniel  E.,  president,  Baltimore,  Md.,  appearing  for  the 
Baltimore  &  Ohio  Railroad  Co. 
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Williamson,  E.  E.,  Westory  Building,  Washin^n,  D.  C,  appear- 
ingf  or  the  Minneapolis  Civic  &  Commerce  Association. 

Williamson,  Frank  E.,  Chamber  of  Commerce  Building,  Buffalo, 
N.  Y.,  appearing  for  the  Buffalo  Chamber  of  Commerce. 

ADDITIONAL  APPEARANCES. 

Hudspeth,  Rysdyk  &  Garrison,  Union  Trust  Co.  of  New  Jersey 
BuUding,  Jersey  City,  appearinff  for  the  Mountain  Ice  Co. 

Ives,  David  O.  (per  J.  A.  McKibbenj,  177  Milk  Street,  Boston, 
Mass.,  appearing  for  Boston  Chamber  or  Commerce. 

Proceedings. 

Commissioner  Harlan.  Gentlemen,  we  will  resume  the  hearing  of 
the  so-called  rate-advance  case.  Have  you  anything  this  mommg, 
Mr.  Patterson? 

Mr.  Patterson.  Mr.  Butterfield  desires  to  file  some  statements  be- 
fore we  go  on  with  the  testimony. 

Mr.  Glasgow.  Before  that,  your  honor,  will  you  permit  me  to  file 
the  complaint  of  manufacturers  of  cement  in  the  Lehigh  Valley 
cement  region,  protesting  against  the  increase  of  rates;  also  the  com- 

glaint  of  the  Alan  Wood  Iron  &  Steel  Co.  and  others  against  the 
►altimore  &  Ohio  Railroad  Co.  and  others,  protesting  against  the  in- 
creased carload  rate  on  coke  in  the  Connellsville  coke  region  of 
Pennsylvania  and  the  eastern  Pennsylvania  furnace  group ;  also  the 
protest  of  the  Lackawanna  Steel  Co.,  of  Buffalo,  to  the  mcrease  of 
6  per  cent  over  the  $1.85  rate  on  coke  from  the  Connellsville  and 
Latrobe  regions  to  Buffalo. 

The  status  as  to  that  is  that  there  is  now  pending  a  matter  before 
the  commission  in  which  that  $1.85  rate  is  involved.  The  Lacka- 
wanna Steel  Co.  takes  the  position  that  the  $1.65  rate  is  the  correct 
rate  and  protests  against  $1.85  and  against  the  5  per  cent  increase. 

I  ask  permission  to  file  these  complaints  and  protests. 

Commissioner  Harlan.  They  may  be  received. 

Mr.  Glasgow.  And  I  desire  to  asK  your  honor  that  when  the  time 
comes  we  be  afforded  a  brief  opportunity  to  put  in  such  evidence  as 
we  might  desire  to  present. 

Commissioner  Harlan.  That  will  stand  on  the  record  as  a  motion 
to  be  disposed  of  by  the  commission. 

Mr.  James.  If  your  honor  please,  we  desire  to  enter  the  appear- 
ance of  the  Eastern  Paving  Brick  Manufacturers'  Association  and 
tiheir  intervention  in  Docket  No.  5860  and  protest  in  I.  &  S.  Docket 
No.  333. 

The  tariffs  protested  particularly  are  the  following: 


CI.EABFIELD 

DISTRICT. 

P.  R.  R,  I. 

C. 

C: 

P.  R.  R.,  I.  C.  C— Cod. 

P.  R.  R.,  I.  C.  C— Cod. 

5213. 

4637. 

6206. 

5306. 

4743. 

6360. 

4611. 

6080. 

62ia 

4633. 

4738. 

4788. 

4618. 

4077. 

6200. 

6092. 

6288. 

6203. 

4706. 

5189. 

And  others. 
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OLKABFDCLD  Di8TBioi>— continned. 


N.T.C..I.C.C.-B: 

N.T.C..I.C.C. 

-B— Con. 

N.X.C.,I.C.C.-B— Coo. 

22439. 

21556. 

21493. 

22869. 

20828. 

21788. 

21661. 

20980. 

21610. 

21214. 

8042. 

21604. 

20780. 

8054. 

21607. 

22881. 

21183. 

21621. 

22849. 

21816. 

21486. 

22111. 

20602. 

21786. 

21221. 

20600. 

20916. 

21218. 

20837. 

22388. 

19711. 

20636. 

21364. 

19757. 

20289. 

20598. 

19970. 

20444. 

21618. 

22007. 

22424. 

20991. 

21978. 

8058. 

19624. 

21748. 

17887. 

20974. 

21749. 

20759. 

8044. 

19737. 

20169. 

7977. 

22112. 

21851. 

20978. 

21496. 

21603. 

8043. 

2812. 

21620. 

And  othera 

20792. 

21086. 

21471. 

21629. 

UWIONTOWN  DI8TSI0T. 

P.  R.  R.,  I.  a  C. : 

P.  R.  R.,  I.  C.  C- 

-Con. 

B.  &  0.,  I.  C.  C. : 

808. 

8928. 

12273. 

232. 

4138. 

11182. 

8719. 

4066. 

1209S. 

3205. 

8260. 

And  others. 

4488. 

986. 

P.&L.E.,I.C.C.: 

8099. 

4134. 

1531. 

8289. 

8982. 

And  others. 

8676. 

4363. 

4112. 

And  others. 

8574. 

We  also  desire  to  enter  the  appearance  of  the  National  Paving 
Brick  Manufacturers'  Association  and  their  intervention  in  Docket 
No.  5860  and  protest  in  I.  &  S.  Docket  No.  333.  The  tariffs  protested 
particularly  will  be  furnished  hereafter. 

Commissioner  Harlan.  Very  well. 

Mr.  James.  We  desire  to  enter  the  appearance  of  the  Northwestern 
Millers,  including,  among  others,  the  millers  named  below,  with,  their 
respective  daily  output,  and  their  intervention  in  Docket  No.  5860 
and  protest  in  I.  &  S.  Docket  333. 

Their  formal  communication  to  this  commission  is  as  follows : 

Minneapolis,  Minn.,  December  5,  J91S. 
To  the  honorable  the  Interstate  Commerce  Commission, 

Washington,  D,  C, 

Gentlemen  :  We,  the  undersljoied  millers,  doing  business  in  Minnesota,  North 
Dakota,  and  South  Dakota,  and  representing  a  daily  capacity  of  upward  of 
50,000  barrels  of  flour  per  day,  wish  to  enter  formal  protest  against  the  propoaed 
5  per  cent  Increase  in  freight  rates. 

Our  reason  for  this  protest  is  that  the  entire  burden  would  be  placed  upon  the 
Interior  miller  or  the  miller,  let  us  say,  at  the  source  of  supply,  and  thus  place 
a  further  handicap  upon  his  doing  business  In  the  markets  at  and  east  of 
Buffalo. 

Wheat  (which  comprises  l>oth  the  flour  and  the  oflfal)  is  now  being  tmns- 
ported  via  the  I>akes  from  Duluth,  as  well  as  from  the  Canadian  head  of  Lake 
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Superior,  at  a  rate  equal  to  15  cents  per  barrel  less  than  flour  and  by  the  same 
package  steamers  that  transport  our  flour  and  by-products.  The  advance  con- 
templated is  equal  to  a  differential  of  at  least  3  cents  per  barrel  more  than  It 
would  cost  the  Buffalo  miller  to  get  into  the  same  markets ;  and  as  the  trans- 
portation companies  testified  in  the  Jennison  case  that  they  could  at  a  profit 
carry  wheat  at  2^  cents  per  hundredweight,  they  are  not,  in  our  opinion,  entitled 
'to  the  amount  they  are  now  charging  on  flour  between  Duluth  and  Buffalo 
(about  8  cents  per  hundredweight),  and  certainly  should  not  be  permitted  to 
widen  this  disadvantage  at  which  they  have  placed  the  western  miller. 

With  the  change  in  the  tariff,  which  will  doubtless  bring  water-borne  wheat 
at  low  freight  rates  from  both  Canada  and  Argentina  to  the  eastern  miller,  we 
feel  that  any  additional  burdens  placed  upon  us  will  mean  the  driving  us  out 
of  the  eastern  markets  and  the  confiscation  of  our  prop^ty. 

Barrels. 

Russell-Miller  Milling  Co.,  Minneapolis,  Minn 7,500 

Geo.  C.  Christian  &  Co.,  Minneapolis,  Minn 2,400 

Barber  Milling  Co.,  Minneapolis,  Minn 1,200 

National  Milling  Co.,  Minneapolis,  Minn 000 

W.  J.  Jennison  &  Co.,  Minneapolis,  Minn 700 

Sheffield-King  Milling  Co.,  Minneapolis,  Minn 2.500 

Alex.  S.  Campbell,  Austin,  Minn 200 

L.  G.  Campbell  Milling  Co.,  Owatonna,  Minn 700 

New  Prague  Milling  Co.,  New  Prague,  Minn 5, 000 

Crookston  Milling  Co.,  Crookston,  Minn 250 

Elysian  Milling  Co.,  Eflysian,  Minn 500 

Crescent  Milling  Co.,  Fairfax,  Minn 450 

Fergus  Flour  Mills,  Fergus  Falls,  Minn 500 

Jennison  Bros,,  Janesville,  Mlnn_^ 800 

Tennant  &  Hoyt  Co.,  Lake  City,  Minn 800 

Everett-Aughenbaugh  &  Co.,  Waseca,  Minn 2, 400 

Northwestern  Milling  Co.,  Little  Falls,  Minn 000 

C.  S.  ChriBtenson  Co.,  Madelia,  Minn 700 

Commander  Milling  Co.,  Minneapolis,  Minn 550 

Marshall  Milling  Co.,  Marshall,  Minn 1,000 

Melrose  Milling  Co.,  Melrose,  Minn 300 

Eagle  Roller  Mill  Co.,  New  Ulm,  Minn 5,000 

Red  Wing  MlUlng  Co.,  Red  Wing,  Mina 1, 200 

The  La  Grange  Mills,  Red  Wing,  Minn 1, 500 

The  Geo.  Tlleston  Milling  Co..  St.  Cloud,  Minn 1,000 

Wabasha  BoUer  Mill  Co.,  Wabasha,  Minn 750 

Bay  State  Milling  Co.,  Winona,  Minn 3, 500 

Cavalier  Milling  Co.,  Cavalier,  N.  Dak 260 

Grafton  Roller  Mill  Co.,  Grafton,  N.  Dak 1,000 

Park  River  Milling  Co.,  Park  River,  N.  Dak 300 

W.  H.  Stokes  Milling  Co.,  Watertown,  S.  Dak 1,  200 

Bemhard  Stern  &  Sons,  Milwaukee,  Wis 1, 400 

46.750 

ComiBissiooer  Harlan.  These  intervention^  will  be  received  as  of 
record. 

Mr.  James.  We  also  desire  to  enter  the  appearance  of  the  National 
Shoe  Wholesalers'  Association  of  the  United  States,  composed  of 
Western  Association  of  Shoe  Wholesalers,  Southern  Shoe  Whole- 
salers' Association,  Middle  States  Shoe  Wholesalers'  Association,  and 
New  England  Shoe  Wholesalers'  Association  and  their  intervention 
in  Docket  No.  5860  and  protest  in  I.  &  S.  Docket  No.  333. 

Their  formal  commumcation  to  this  commission  is  as  follows: 

November  28,  1913. 
To  the  Interstate  Tommkroe  Commission. 

Gentlemen  :  Inasmuch  as  the  carriers  In  official  classification  territory,  when 
filing  their  schedules  with  your  honorable  body  asking  for  an  advance  of  about  5 
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per  cent  in  freight  rates  in  the  territory  named,  made  some  exemptions,  ajuon^ 
which  are  grain,  coal,  etc.,  the  shoe  shippers  of  the  country,  whom  we  repre- 
sent, desire  to  present  the  following  reasons  why  boots  and  shoes,  whether 
made  of  leather,  leather  and  cloth  combined,  or  of  rubber,  be  also  exempt  from 
the  provisions  of  the  proposed  advance: 

First.  Boots  and  shoes  are  so  compactly  packed  as  to  be  easily  handled,  and 
are  comparatively  free  from  damage  by  the  elements. 

Second.  The  cases  and  cartons  constitute  30  per  cent  of  the  total  weight  of 
a  shipment  of  shoes.  The  percentage  of  the  weight  of  the  container  in  any 
other  line  of  wearing  apparel  Is  not  so  great,  consequently  shoe  shipments  con- 
tain more  weight  proportionately  that  is  of  no  value  than  do  shipments  of 
other  lines  of  wearing  apparel. 

Third.  The  weight  per  cubic  foot  permits  the  loading  of  30,000  pounds  in  an 
ordinary  36-foot  car,  with  a  liberal  allowance  for  loss  of  space. 

Fourth.  When  packed  for  shipment  shoes  average  14.3  pounds  per  cubic  foot ; 
the  average  value  of  which  is  $7.65.  This  specific  gravity  and  value  entitle 
shoes  to  a  lower  rate  than  is  now  charged,  instead  of  an  advance. 

Fifth.  When  it  is  considered  that  shoes  are  so  securely  packed  in  pasteboard 
cartons  and  inclosed  in  containers  of  uniform  size,  consequently  easily  handled, 
can  be  compactly  loaded,  and  are  not  easily  damaged,  it  does  not  seem  fair 
and  equitable  that  the  present  rate  thereon,  already  high,  should  be  advanced. 

Sixth.  The  per  cent  of  salvage  on  shoes  in  case  of  damage  is  equal  to,  if  not 
greater  than,  on  any  other  line  of  wearing  apparel. 

Seventh.  The  shoe  business  is  constant  and  continuous,  not  confined  to  any 
particular  season  of  the  year — ^shipments  being  made  daily  the  year  around, 
thereby  furnishing  the  carriers  with  a  uniform  volume  of  business. 

Eighth.  Trt  advance  the  rate  on  shoes  5  per  cent  would  be  just  adding  tliat 
much  more  to  the  freight  on  a  commodity  that  is  already  overburdened. 

Ninth.  Shoes  are  a  staple  necessity,  in  fact,  they  are  one  of  the  prime  neces- 
saries of  life,  consequently  the  addition  of  5  per  cent  to  their  cost  would  be 
but  an  added  burden  on  the  consumer. 

Respectfully  submitted. 

Transportation  Commitieic     ^ 

National  Shoe  Wholesalers*  Association, 
By  E.  F.  Carpenter,  Chairman, 

I  would  like  to  make  a  motion  similar  to  that  made  by  Mr.  Glas- 
gow as  to  opportunity  in  which  to  offer  evidence. 

Commissioner  Harlan.  Very  well;  it  will  stand  on  the  record  tor 
disposition  by  the  commission.    Is  that  all  ? 

Mr.  James.  That  is  all. 

Commissioner  Harlan.  Are  there  any  further  appearances  or 
interventions? 

(No  response.) 

Commissioner  Harlan.  We  will  hear  you  now,  Mr.  Butterfield. 

Mr.  Butterfield.  If  the  commissioner  please,  at  the  last  hearing 
I  promised  to  file,  at  this  time,  a  printed  outline  of  the  testimony  of 
Mr.  McCain,  which  I  now  do,  and  ask  the  stenographer  to  mark  it 
as  "  McCain  Exhibit  No.  1,"  of  this  date. 

(The  statement  referred  to,  offered  in  evidence,  was  marked 
'*  Exhibit,  McCain  No.  1,"  and  will  be  found  set  out  in  full  at  the 
end  of  this  hearing.) 

Mr.  Butterfield.  I  have  also  an  outline  of  the  testimony  of  Mr. 
Morris,  who  testified  at  the  former  hearing,  which  I  will  ask  the 
stenographer  to  mark  as  "  Morris  Exhibit  No.  1." 

(The  statement  referred  to,  offered  in  evidence,  was  marked  "  Ex- 
hibit, Morris  No.  1,"  and  will  be  found  set  out  in  full  at  the  end  of 
this  hearing.) 

Mr.  Butterfield.  I  wish  also  to  offer  an  outline  of  the  testimony 
of  Mr.  Large,  which  I  will  ask  the  stenographer  to  mark  as  ^  Large 
Exhibit  No.  1." 
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(The  statement  referred  to  was  marked  "  Exhibit,  Large  No.  1," 
and  will  be  fomid  set  out  in  full  at  the  end  of  this  hearing.) 

Mr.  BuTTmFiELD.  I  have  also  an  outline  of  the  testimony  of  Mr. 
Ingalls,  which  was  referred  to  at  the  former  session,  which  I  will 
ask  the  stenographer  to  mark  as  "  Ingalls  Exhibit  No.  1." 

(The  statement  referred  to,  offered  in  evidence,  was  marked  '[  Ex- 
hibit, Ingalls  No.  1,"  and  will  be  found  set  out  in  full  at  the  end  of 
this  hearmg.) 

Mr.  BuTTERFiELD.  Also  a  statement  showing  the  items  in  official 
classification  No.  36,  in  effect  July  1,  1910,  with  increased  or  de- 
creased ratings,  or  carload  minima,  as  shown  in  official  classifica- 
tion No.  40,  and  a  brief  sunmiary  thereof,  which  I  will  ask  the  ste- 
nographer to  mark  as  "  McCain  Exhibit  No.  2."    It  is  in  two  parts.  ^ 

(The  statement  referred  to,  offered  in  evidence,  was  marked  "  Ex-  * 
hibit,  McCain  No.  2,"  and  will  be  found  set  out  in  full  at  the  end  of 
this  hearing.) 

Mr.  BuTTERFiELD.  Also  a  statement  showing  various  commodities, 
the  rates  or  minimum  weights  on  which  have  been  changed  since 
January  1, 1910.    Kates  basis.  New  York  to  Chicago. 

Commissioner  Harlan.  Did  the  previous  statement  commence  the 
same  date,  January  1, 1910? 

Mr.  BuTTERTiELD.  It  commcuccd  at  the  official  classification,  which 
was  in  force  July  1, 1910.    This  refers  to  January  1. 

I  will  ask  the  stenographer  to  mark  this  as  McCain  Exhibit  No.  3." 

(The  statement  referred  to,  offered  in  evidence,  was  marked  "  Ex- 
hibit, McCain  No.  3,"  and  will  be  found  set  out  in  full  at  the  end  of 
this  hearing.) 

Mr.  BuTTERFiELD.  Also  a  statement  of  a  similar  sort  to  the  one 
just  referred  to,  using  the  rate  basis  Chicago  to  New  York,  the  east- 
bound  rates,  which  I  will  ask  to  be  marked  as  "McCain  Exhibit 
No.  4." 

(The  statement  referred  to,  offered  in  evidence,  was  marked  "  Ex- 
hibit, McCain  No.  4,"  and  will  be  found  set  out  in  full  at  the  end  of 
this  hearing.) 

-  Commissioner  Harlan.  Have  you  anything  further,  Mr.  Butter- 
field? 

Mr.  BuTTERriELD.  That  is  all. 

Mr.  Brownell.  Mr.  Commissioner,  we  desire  at  this  stage  of  the 
proceedings  to  call  your  attention  to  some  facts  in  connection  with 
the  general  decrease  in  the  purchasing  power  of  money  during  the 
past  10  or  15  years,  with  the  accompanying  general  increase  in  the 
level  of  prices  of  commodities,  bearing  upon  railway  rates. 

As  these  phenomena  involve  questions  of  large  economic  im- 
portance and  economic  questions  oi  general  bearing,  we  have  thought 
it  best  to  ask  Mr.  Charles  A.  Conant  to  lay  before  you  the  facts 
relevant  to  this  inquiry. 

Mr.  Conant  is  an  economist  of  wide  experience  and  a  specialist  in 
the  study  of  monetary  science,  particularly  in  its  practical  applica- 
tion to  actual  conditions  in  different  countries.  We  have  askea  him 
to  present  these  facts  in  relation  to  railway  rates,  not  as  an  advocate , 
of  the  railroads,  but  as  presenting  facts  oi  general  bearing,  in  order 
that  the  commission  and  counsel  representing  shippers  may  have 
opportunity  to  interrogate  him  in  regard  to  these  matters  in  a  way 
that  they  could  not  if  the  subject  were  merely  presented  by  way  of 
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discussion.    Mr.  Conant  has  reduced  his  testimony  to  printed  form, 
which  I  will  submit  for  the  convenience  of  counsel. 

Charles  A.  Conant  was  called  as  a  witness  by  the  carriers  and, 
being  first  duly  sworn,  testified  as  follows: 

Direct  examination: 

Mr.  Brownell.  Please  state  your  name  and  address. 

Mr.  Conant.  Charles  A.  Conant,  34  Nassau  Street,  New  York. 

Mr.  Browneix.  What  is  your  profession? 

Mr.  Conant.  I  am  a  sort  of  a  special  expert  adviser  on  monetary 
matters,  and  have  been  consulted  by  a  niunber  of  Governments  in 
regard  to  the  organization  of  their  currency  and  similar  economic 
questions. 

Mr.  Browneix.  Have  you  for  a  long  time  been  a  student  of  mcme- 
tary  conditions  with  special  reference  to  their  practical  application 
to  actufd  conditions  in  different  parts  of  the  world? 

Mr.  Conant.  Yes;  for  some  20  years  or  more  I  have  given  a  great 
deal  of  time  to  the  study  of  those  questions. 

Mr.  Brownell.  In  what  capacity  have  you  represented  the  Gov- 
ernment or  governmental  departments  in  connection  with  currency 
consideration  and  monetary  matters? 

Mr.  Conant.  I  was  first  asked  by  Mr.  Root,  when  Secretary  of 
War,  to  visit  the  Philippines  and  prepare  a  plan  for  their  currency 
reorganization,  which  1  did,  and  which  was  put  in  force  by  an  a<5t 
of  Congress. 

I  was  also  consulted  by  the  Government  of  Mexico  when  they  pre- 
pared their  plan  of  monetary  reform,  being  invited  down  to  the  City 
of  Mexico  with  two  other  gentlemen  to  consult  the  special  committee 
appointed  by  President  Diaz  on  that  subject. 

Then  I  was  consulted  by  the  War  Department  in  the  preparation 
of  a  plan  of  monetary  reform  in  Panama,  which  is  now  m  force 
there. 

More  recently,  in  the  winter  of  1911  and  1912, 1  went  to  Nicaragua, 
at  the  invitation  of  the  Nicaraguan  Government  and  bankers,  to 
perfect  a  new  plan  of  currency  there,  which  is  now  in  force. 

In  addition  to  that  I  have  twice  represented  the  United  States  at 
the  International  Diplomatic  Conference  on  Bills  of  Exchange,  the 
purpose  of  the  conference  being  to  agree  on  a  imiform  law  for  as 
many  coimtries  as  were  willing  te  enter  into  the  agreement. 

Mr.  Brownell.  Were  vou  an  official  member  of  the  conference? 

Mr.  Conant.  Yes;  that  was  a  regularly  called  diplomatic 
conference. 

*Mr.  Brownell.  And  in  that  did  you  represent  the  United  States 
Government  or  one  of  its  departments? 

Mr.  Conant.  I  represented  the  Government  of  the  United  States. 

Mr.  Brownell.  What  connection  have  you  had  with  the  New 
York  Chamber  of  Commerce  in  its  consideration  of  reform  of  the 
currency  and  monetary  matters? 

Mr.  Conant.  I  was  a  member  of  the  subcommittee  of  five  ap- 
pointed in  the  summer  of  1906  to  provide  a  plan  of  currency  reform. 
It  was  about  the  first  time  that  the  proposition  of  a  central  bank 
was  made  in  practical  and  definite  form — a  report  which  was 
adopted  by  the  chamber  of  commerce  subsequently. 
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Mr.  Brownell.  Did  you  have  any  connection  with  the  Indian- 
apolis monetary  convention  of  1897  that  preceded  the  gold  standard? 

Mr.  CoNANT.  Yes;  I  was  the  expert  adviser  of  the  chairman  of 
the  executive  committee,  and  had  a  good  deal  to  do  with  the  fram- 
ing of  the  gold-standard  law  of  1900,  which  is  now  in  force. 

Mr.  Brownell.  During  the  past  20  years  have  you  been  a  writer 
upon  economic  and  monetary  questions? 

Mr.  CoNANT.  Yes.  More  or  less  in  connection  with  mv  more  prac- 
tical work  I  have  written  a  book  on  The  Principles  oi  Money  and 
Banking,  iii  two  volumes,  which  has  been  translated  by  the  French, 
and  one  on  The  History  of  Modem  Banking,  giving  an  accoimt  of 
each  banking  system  in  the  world.  Then  there  have  been  minor 
magazine  articles  or  collections  of  articles  from  time  to  time. 

Mr.  Brownell.  During  a  number  of  years  you  were  the  Wash- 
ington correspondent  of  me  Journal  of  Commerce? 

Mr.  CoNANT.  Yes,  sir. 

Mr.  Brownell.  Were  you  not? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  During  that  time  did  you  have  occasion  to  con- 
sider and  write  considerably  upon  monetary  subjects? 

Mr.  Conant.  Yes.  That  brought  me  in  close  association  with  the 
Treasury  Department  and  other  matters  affecting  economical,  dip- 
lomatic, and  Dusiness  questions. 

Mr.  Brownell.  Is  it  a  fact  that  during  the  last  15  years  or  there- 
abouts there  has  been  a  general  and  widespread  depreciation  in  the 
purchasing  power  of  money  or  its  exchange  value? 

Mr.  Conant.  Yes;  very  decidedly. 

Mr.  Brownell.  Has  that  been  of  world-wide  application? 

Mr.  Conant.  Yes.  In  principle  it  has  been  of  world-wide  appli- 
cation ;  the  details  may  be  different. 

Mr.  Brownell.  Have  you  made  a  study  of  the  causes  which  have 
led  to  these  phenomena? 

Mr.  Conant.  Yes;  to  some  extent.  Of  course,  there  is  a  good  deal 
of  difference  of  opinion  about  the  causes,  but  as  to  the  facts  I  think 
it  is  pretty  well  established. 

Mr.  Brownell.  Although  there  may  be  different  views  as  to  the 
importance  to  be  attributed  to  one  or  more  of  the  assigned  causes, 
economists  generally  agree  upon  the  fact  that  there  has  been  a  large 
depreciation  in  the  purchasing  power  of  the  monev  medium? 

Mr.  Conant.  Yes;  I  think  there  is  very  little,  if  any,  dispute  as 
to  that. 

Mr.  Brownell.  Have  you  considered  this  matter  in  connection 
with  its  bearing  on  railway  rates  or  other  fixed  income? 

Mr.  Conant.  Yes;  I  have  given  some  consideration  to  the  subject. 

Mr.  Brownell.  At  our  request,  have  you  reduced  to  writing  some 
of  your  views  and  of  your  understandings  as  to  the  facts  m  this 
connection  ? 

Mr.  Conant.  Yes;  I  have  done  so. 

Mr.  Brownell.  Aiid  they  are  represented  in  the  pamphlet  which 
I  hand  vou. 

Mr.  Conant.  Yes,  sir. 

Mr.  Brownell.  Are  the  matters  therein  stated  true  and  correctly 
stated  to  tibe  best  of  your  knowledge  and  belief? 

Mr.  Conant.  Yes,  sir;  decidedly.  o„,.ed.yGoogle 
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Mr.  Brownell.  I  now  offer  in  evidence  Mr.  Conant's  statement 
and  ask  that  it  be  marked  as  Conant  Exhibit  1,  and  then  will  ask 
that  Mr.  Conant  read  the  statement. 

(The  statement  referred  to,  offered  in  evidence,  was  marked  "  Ex- 
hibit Conant  No.  1.") 

Mr.  Conant.  Before  reading  the  formal  statement,  I  may  say 
my  understanding  is  thatthere  is  not  to  be  a  complete  cross-examina- 
tion at  this  time,  but  that  I  am  perfectly  ready  to  answer  any  Ques- 
tions which  will  tend  to  elucidate  and  to  clear  up  anything  which 
may  be  ambiguous  or  not  fully  expressed  in  the  statement. 

Commissioner  Harlan.  Mr.  Brandeis,  do  you  concur  in  that?  I 
assume  you  do. 

Mr.  Conant  says  it  is  his  understanding  that  there  will  not  be 
a  complete  cross-examination  at  this  time,  although  he  is  ready  to 
respond  to  questions  to  clear  up  any  ambiguity. 

Mr.  BrandeisI  That  is  my  understanding. 

Mr.  Conant.  I  am  ready  to  answer  any  questions  which  will  ser\e 
to  clear  up  or  elucidate  anything,  as  I  go  along,  which  may  not  ap- 
pear to  be  clear. 

Mr.  Brandeis.  That  will  be  entirely  agreeable  to  me. 

Commissioner  Harlan.  It  is  so  imderstood. 

Mr.  Conant.  I  have  been  asked  to  appear  here  to  give  my  views 
upon  the  general  questions,  Whether  the  purchasing  power  of  a 
given  sum  m  money  has  so  far  declined  in  recent  years  as  to  dimin- 
ish effectively  the  value  of  fixed  incomes  or  fixed  money  rates  for 
services,  and  whether  the  demand  for  capital  throughout  the  world 
has  been  such  as  to  increase  the  difficulty  of  obtaining  it  and  to  raise 
the  rental  price*  which  has  to  be  paid  for  its  use  in  the  form  of 
interest? 

The  problem  of  changes  in  the  purchasing  power  of  money  is  an 
intricate  one,  but  derives  its  intricacy  almost  as  much  from  the 
necessity  of  care  in  stating  terms  and  conclusions  as  from  any  lack 
of  simplicity  in  the  principles  involved.  We  are  so  accustomed  to  , 
look  upon  units  of  money  as  representing  values  fixed  and  unchange- 
able that  it  requires  close  application,  even  on  the  part  of  the  mind 
of  a  specialist,  to  keep  constantly  in  view  the  fact  tnat  there  may  be 
a  rise  or  fall  in  the  value  of  money  in  its  relation  to  other  things, 
which  is  just  as  real  and  significant  as  the  changes  in  the  value  of 
other  articles  which  are  expressed  in  terms  of  price. 

To  the  man  in  the  street,  the  statement  that  a  certain  article  is 
worth  a  dollar  conveys  a  definite  and  distinct  impression.  It  rarely 
occurs  to  him  that  the  piece  of  paper  which  is  denominated  a  dol- 
lar— or  the  little  gold  disk  behind  it,  if  he  carries  his  knowledge  of 
monetary  laws  to  the  point  of  understanding  that  the  paper  note  is 
only  the  promise  to  pay  gold — it  rarely  occurs  to  himy  that  this  unit 
for  the  expression  of  value  does  not  always  express  a  value  which 
is  fixed  and  uniform.  Few  persons  probably  outside  the  circle  of 
professional  economists  are  fully  conscious  of  the  principle  that 
value  is  not  a  quality  inherent  in  the  article  itself,  in  the  same  sense 
as  size  or  color,  or  warmth  or  cold,  but  is  only  the  expression  of  a 
relationship  between  that  and  some  other  article.  The  quality  of 
exchange  value  is  thiis  tersely  defined  by  Mr.  W.  Stanley  Jevons,  the 
eminent  English  economist : 

a  student  of  economics  has  no  hope  of  ever  being  clear  and  correct  in  liis 
Ideas  of  the  science  if  he  thinljs  of  value  as  at  all  a  thing  or  an  object,  or 
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even  as  anything  which  lies  in  a  thing  or  object.  Persons  are  thus  led  to 
speak  of  such  a  nonentity  as  intrinsic  value.  There  are,  doubtless,  qualities 
inherent  in  such  a  substance  as  gold  or  iron  which  influence  its  value,  but  the 
word  "  value,"  so  far  as  it  can  be  correctly  used,  merely  expresses  the  circum- 
stance of  its  exchanging  in  a  certain  ratio  for  some  other  substances.  (The 
Theory  of  Political  Economy,  p.  77.) 

The  civilized  world  has  gradually  chosen  gold  as  the  best  stand- 
ard of  value,  because  it  possesses  some  of  the  elements  of  stability 
and  also  possesses  certain  highly  desirable  qualities  of  durability, 
divisibility,  and  exchangeability.  It  by  no  means  follows,  however, 
that  a  given  amount  of  gold  represents  a  fixed  value.  The  monetary 
law  wmch  in  the  United  States  prescribes  that  25.8  g^rains  of  gold 
nine-tenths  fine  shall  be  known  as  a  dollar,  does  nothing  to  fix  the 
value  of  the  dollar  in  relation  to  other  things.  It  simply  estab- 
lishes a  sort  of  barometer  by  which  the  relations  of  other  thmgs  are 
measured,  like  the  yardstick  for  length  or  the  bushel  for  bulk.  If 
1  bushel  of  wheat  is  worth  to-day  2  bushels  of  potatoes,  and  the  price 
of  a  bushel  of  wheat  is  $1,  it  is  more  convenient  to  refer  the  value 
of  the  bushel  of  potatoes  to  the  gold  dollar  than  it  would  be  to 
speak  always  in  comparisons  of  wheat  and  potatoes,  or  steel  rails, 
or  pairs  of  shoes.  'But  the  use  of  the  dollar  as  a  denominator  ox 
value  in  this  manner  by  no  means  precludes  constant  changes  in  the 
value  of  the  dollar  in  relation  to  other  things.  Indeed,  when  wheat 
rises  from  $1  to  $1.50  per  bushel,  the  value  of  the  gold  dollar  in 
relation  to  wheat  has  fallen  to  66J  per  cent  of  its  former  value. 

This  is  exactly  the  ratio  in  which  the  purchasing  power  of  the 
dollar  has  fallen  during  the  last  15  years,  according  to  Prof.  Irving 
Fisher,  who.  has  given  much  study  to  the  question  of  the  stability 
of  the  monetary  standard.    Here  are  his  words : 

During  the  last  15  years,  although  the  gold  dollar  has  remained  the  same  in 
size,  its  purchasing  power  has  fallen  to  two-thirds  of  the  dollar  of  15  years 
ago.  This  shrinkage  in  the  monetary  yardstick  has  injured  all  those  who  had 
expected  to  receive  a  fixed  number  of  dollars — salaried  men,  wage  earners, 
bondholders,  savings  bank  depositors,  and  many  others.  ("  Instability  of  Gold," 
lecture  prepared  by  Prof.  Irving  Fisher  for  the  Alexander  Hamilton  Insti- 
tute, p.  6.) 

It  is  this  fact — ^that  the  value  of  the  dollar  has  fluctuated  in  re- 
cent years  in  its  relation  to  the  great  mass  of  commodities,  and  has 
changed  to  the  disadvantage  of  the  dollar — upon  which  I  desire  to  lay 
jemphasis.  It  is  not  necessary  at  the  present  time  to 'go  into  the 
causes  for  this  depreciation — whether  it  is  because  there  are  more 
dollars  in  the  ratio  of  the  work  to  be  performed,  whether  a  specula- 
tive spirit  has  cause  credit  to  expand  unduly,  or  whether  certain 
classes  of  goods  have  become  so  scarce  in  relation  to  demand  that 
competition  has  raised  their  price  in  terms  of  dollars. 

The  essential  point  is  not  the  causes  of  this  depreciation  but  the 
fact.  There  is  no  real  dispute  as  to  whether  gold  has  depreciated  or 
commodities  have  appreciated  when  proper  definitions  are  adhered 
to.  To  quote  from  my  own  work  (The  Principles  of  Money  and 
Banking,  Vol.  I,  p.  153) : 

Variations  in  the  exchange  value  of  an  article  are  indicated  by  changes  in 
prices,  and  changes  in  prices  are  themselves  the  Index  of  changes  in  the 
exchange  value  of  money.  Limiting  the  discussion  to  this  definition  of  value,  it 
would  be  futile  to  argue,  for  instance,  that  gold  has  not  "  appreciated "  in 
regard  to  given  articles  when  their  prices  had  fallen  and  equally  futile  to  argue 
that  it  had  not  "depreciated"  when  prices  had  risen.  * 
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As  put  by  Dr.  Pierson,  late  minister  of  finance  of  the  Nether- 
lands— 

A  fall  in  tlie  value  of  money  and  a  rise  in  prices  are  not  two  occurreocea, 
certainly  not  two  occurrences  standing  to  each  other  In  the  relation  of  caiue 
and  effect ;  they  constitute  a  single  occurrence  described  in  two  different  ways. 

It  was  contended  by  many  when  the  gold  dollar  was  increasing 
in  purchasing  power  that  this  was  due  to  the  increased  productive 
power  6t  labor  and  machinery;  in  other  words,  that  the  labor  com- 
pensated by  a  given  number  of  dollars  produced  a  larger  quantity 
of  goods,  of  which  each  unit  could,  therefore,  be  sold  at  a  lower  price- 
That  such  a  change  has  occurred  is  undoubtedly  true,  and  it  has  tended 
in  a  marked  degree  to  reduce  the  labor  cost  of  manufactured  articles 
within  our  generation.  If,  therefore,  we  encounter  the  fact  that  in 
spite  of  this  persistent  increase  in  the  productive  powers  of  human 
society  the  price  of  goods  has  not  fallen  upon  the  average  in  recent 
years,  but  that  more  dollars  are  required  for  the  purchase  of  almost 
any  given  commodity  than  was  the  case  16  years  ago,  10  years  ago, 
or  even  4  years  ago,  it  is  evidence  of  the  depreciation  of  the  pur- 
chasing power  of  the  dollar. 

If  it  requires  more  dollars  to-day  to  purchase  a  given  amount  of 
coods  or  services,  then  in  relation  to  those  goods  or  services  there  has 
been  a  depreciation  in  the  value  of  money.  Such  a  decline  in  the 
purchasing  power  of  gold,  which  is  now;  the  standard  money  in 
practically  every  civilized  State,  in  itself  constitutes  a  depreciation 
of  gold.  This  statement  is  not  a  discussion  of  cause  or  effect — 
whether  the  increase  in  the  supply  of  gold  has  caused  a  rise  in  prices 
or  whether  the  rise  in  prices  is  due  to  entirely  different  causes.  The 
fact  remains  that  gold  has  depreciated  in  relation  to  nearly  all  other 
commodities. 

It  is  this  fact  which  faces  the  railways,  as  well  as  other  producers 
and  investors,  and  with  which  they  have  had  to  deal  in  recent  years. 
Those  producers  who  have  been  able  to  operate  in  a  market  where 
they  were  free  to  use  their  own  judgment  and  economic  power  in 
fixing  prices  or  wages  have  been  able  to  adapt  themselves  more  or 
less  rapidly  to  the  depreciation  in  the  purchasing  power  of  the  dollar. 
If  they  were  workers  for  wages,  they  have  Seen  able  to  demand 
increases  in  their  wages  to  enable  them  to  meet  the  increased  cost  of 
living  as  expressed  in  dollars.  If  they  were  dealers  in  articles  of 
retail  trade,  they  have  been  able  to  advance  the  prices  of  those  articles 
from  time  to  time  to  cover  the  increased  cost  of  obtaining  them  at 
wholesale  or  directly  from  the  producer.  By  this  means  thejr  have 
succeeded  in  effecting  the  economic  adjustment  of  their  position  to 
the  diminished  purchasing  power  of  the  dollar.  The  process  has 
been  gradual,  although  the  figures  which  I  shall  soon  present  will 
show  that  it  has  been  rapid.  The  fact  that  it  has  been  gradual  and 
that  wage  earners  and  merchants  have  been  able  to  adapt  themselves 
gradually  to  the  change  has  to  a  certain  extent  concealed  its  real 
economic  significance. 

A  warm  political  campaign  was  waged  in  this  country  17  years 
ago,  in  which  it  was  declared  on  one  side  that  the  purpose  of  the 
other  side  was  to  cut  the  value  of  the  dollar  in  two  by  substituting 
for  the  gold  dollar,  which  was  the  standard,  a  dollar  of  another 

Digitized  by  VjOOQ IC 


FIVE  PBB  CENT  CASES.  697 

metal  having  only  half  the  value  of  the  old.  Kightly  or  wrongly,  it 
was  declared  that  there  was  likely  to  ensue  a  rise  of  prices,  expressed 
in  the  cheaper  dollars,  which  would  be  so  sudden  and  rapid  that  it 
woidd  not  he  possible  for  the  wage  earner  to  keep  pace  with  the 
change,  and  that  he  would  suffer  at  first  a  diminution  of  one-half 
in  the  purchasing  power  of  his  wages  before  he  could  obtain  even  a 
partial  adjustment  of  the  nimiber  of  dollars  paid  him  to  their  di- 
minished value  in  exchange  for  other  things. 

Something  like  the  process  of  this  predicted  change  has  been  going 
on  from  quite  other  causes  during  the  past  17  years,  but  the  fact 
that  it  has  occurred  without  any  change  in  the  statutes  fixing  the 
amount  of  metal  or  the  kind  of  metal  in  the  dollar  has  veiled  its  real 
.  significance  to  the  average  man  and  has  prevented  the  taking  of  meas- 
ures of  protection  against  its  effects  except  through  efforts  to  increase 
wages  and  prices. 

What  would  have  been  said  if  it  had  been  proposed  by  law  in  1896 
toT^quire  the  railways  to  reduce  their  rates  from  35  to  50  per  cent 
within  15  years?  What  would  have  been  the  protests  and  what  would 
have  been  the  unsettlement  of  the  value  of  the  railway  securities  in 
the  market  if  an  order  had  been  made  by  this  commission  to  any  such 
effect?  But  the  silent  and  irresistible  processes  of  economic  forces 
have  reduced  the  money  value  of  these  rates  in  something  like  this 
proportion  within  the  past  16  or  17  years,  while  the  railways  have 
suffered  a  steady  impairment  of  their  earnings,  and  for  a  number  of 
'years  past  have  been  restricted  by  statute  law  from  adapting  them- 
selves, like  other  industries,  to  the  new  monetary  conditions. 

THE  SUBSTITUTION  OF  STATUTE  LAW  FOR  ECONOMIC  LAW. 

As  I  understand,  the  railways  contend  in  this  case  that  they  should 
be  given  permission  to  adapt  their  rates  to  these  changes  in  the  pur- 
chasing power  of  the  dollar,  just  as  the  wage  earner  or  the  merchant 
has  been  able  to  secure  an  adjustment  of  his  wages  or  prices,  operat- 
ing in  a  free  market  without  the  restraints  of  legislation  limiting  his 
power  to  fix  his  own  charges  or  prices.  I  do  not  propose  now  to 
discuss  the  difference  between  the  position  of  the  railways  in  this 
respect  and  the  position  of  manufacturers  or  traders,  nor  do  I  pro- 
pose to  call  in  question  the  general  policy  of  governmental  regulation 
of  railway  rates.  What  I  desire  to  emphasize  is  the  fact  that  in  the 
place  of  those  natural  economic  laws  which  determine  prices  and 
wages  in  an  open  market,  subject  to  the  manifold  influences,  not  only 
uncountable  in  number,  but  each  incapable  of  measurement  in  de- 
gree— ^the  influences  of  volume  of  business,  adequacy  of  equipment 
to  serve  such  business,  and  demand  for  additional  equipment ;  varia- 
tion in  the  quantitjr  and  demand  for  each  product  produced  and 
shipped ;  variations  in  the  state  of  credit,  in  the  quantity  of  money, 
in  the  rate  for  loans,  and  in  the  state  of  the  foreign  exchanges;  the 
influence  of  political  events  and  uncertainties;  vagaries  of  fashion 
and  demand — ^that  in  place  of  the  free  play  of  all  these  influences 
upon  each  other  the  Government,  State  and  National,  regulates  what 
a  railway  shall  charge  for  transportation.  The  law  has  shorn  the 
railways  of  the  right  to  weigh  these  shifting  conditions  and  to  fix 
their  rates  upon  their  own  free  initiative;  it  has  put  the  State  over 
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them  in  a  position  which  in  some  respects  is  essentially  one  of  guardi- 
anship and  trusteeship. 

To  return  to  my  essential  point,  it  is  in  substance  that  the  purchas- 
ing power  of  the  dollar  over  the  great  mass  of  commodities  has 
permanently  fallen  since  the  present  schedule  of  passenger  and 
freight  rates  was  established.  Even  in  a  free  market,  unrestricted 
by  statute  law,  the  effect  of  changes  in  the  purchasing  power  of 
money  is  not  simultaneously  felt  by  all  classes  in  the  community.  If 
such  changes  did  act  simultaneously  and  automatically  upon  all 
classes,  then  the  only  difference  caused  by  such  changes  would  be 
differences  in  the  expression  of  wages  and  prices  in  terms  of  money. 
Unfortunately,  however,  for  certain  classes  they  are  not  able  to  secure 
an  adjustment  of  their  wages  and  prices  so  quickly  as  other  classes. 
Hence  come  about  inequalties,  by  which  those  who  are  able  most 
quickly  to  adjust  themselves  to  the  new  conditions  reap  profits  and 
advantages  over  those  who  are  not  •able  to  adjust  themselves  so 
promptly. 

It  IS  abvious  that  those  persons  who  had  fixed  incomes  expressed 
in  dollars  would  find  it  difficult,  if  not  entirely  impossible,  to  avoid 
losses  from  the  new  conditions.  Receiving  a  aefimte  sum  in  dollars 
for  pensions,  salaries,  or  as  interest  on  investments,  they  would  find 
that  this  fixed  sum  in  dollars  could  no  longer  be  exchanged  for  the 
same  amount  of  food,  clothing,  and  other  necessities  and  comforts  of 
life.  Large  enterprises  in  which  a  certain  amount  of  capital  was 
invested  would  see  the  value  of  their  capital  shrink  in  reference  to 
other  things.  The  effect  of  such  a  conmtion  was  well  set  forth  by 
Michel  Chevalier  in  his  famous  book  On  the  Probable  Fall  in  the 
Value  of  Gold,  which  was  translated  into  English  in  1859  by  Richard 
Cobden.    The  views  of  M.  Chevalier  were  expressed  as  follows: 

During  the  transition,  then,  the  value  of  all  properties  will  be  subjected  to  a 
painful  uncertainty  and  to  injurious  fluctuations.  It  will  be  still  worse  for 
those  persons  to  whom  I  have  already  alluded,  whose  incomes  consist  of  a  sum 
of  money  (napoleons  or  sovereigns)  fixed  in  advance.  They  will  live  in  a  per- 
petual state  of  trouble,  anxiety,  and  uneasiness.  They  will  sink  by  whole 
sections  from  their  present  state  to  another  In  which  they  will  enjoy  only  the 
half  of  their  previous  comforts,  reasoning,  as  I  always  do,  upon  the  assumptlcHi 
that  gold  falls  to  the  half  of  its  present  value. 

This  was  written  at  the  time  when  the  great  output  of  gold  from 
California  had  already  greatly  inflated  prices  and  depreciated  the 
purchasing  power  of  gold. 

They  will  be  flung  headlong,  without  rule  or  measure,  down  to  a  lower  station 
and  without  ever  having  the  chance  of  preparation,  for  it  Is  the  very  c^ssence 
of  changes  of  this  kind,  subjected  as  they  are  to  many  opposing  influences^  to 
pursue  an  irregular  and  disorderly  course.  Now,  the  persons  of  whom  I  am 
here  speaking  comprise  a  very  numerous,  and  various  class.  They  are,  in  the 
first  place,  the  creditors  of  the  State,  of  departments,  of  cities,  and  of  Joint- 
stock  companies.  To  form  an  idea  of  the  number  of  persons  and  famiUes  who 
would  be  comprehended  under  this  head,  it  suffices  to  call  to  mind  that  in 
England  the  capital  of  the  national  debt  amounts  to  20  miUiards  of  francs 
(£800,000,000).  (On  the  Probable  Fall  in  the  Value  of  Gold,  Michel  Chevalier. 
translated  by  Richard  Cobden,  London,  1859,  pp.  114-115.) 

You  will  see  that  at  that  early  day  he  used  an  illustration  based 
upon  the  public  debt,  whereas  to-day  we  have  the  vastly  more  im- 
portant illustrations  resting  upon  the  volume  of  railwaj^  and  indus- 
trial securities  whose  income  is  impaired  in  its  purchasmg  power  in 
the  hands  of  those  who  have  invested  in  those  securities. 
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Among  the  enterprises  to  be  considered  in  such  a  connection,  the 
charges  of  railways  and  other  public-service  corporations  were  not 
overlooked,  even  when  these  enterprises  were  still  in  their  infancy. 
Upon  this  point  M.  Chevalier  expressed  himself  as  follows : 

It  would  also  be  necessary  to  revise,  more  or  less  often,  the  scale  of  charges 
of  ministerial  officers  or  agents  of  every  kind,  lawyers,  barristers,  registrars, 
etc. — a  class  of  persons  with  whom  there  is  no  escaping  a  reckoning,  as  recent 
experience  has  shown. 

A  similar  operation  would  be  necessary  with  the  ra riffs  of  charges  wliich 
have  been  fixed  for  a  multitude  of  companies,  such  as  those  of  railways,  canals, 
docks,  and  bridgea  In  some  cases  these  have  been  fixed  so  high  originally 
that  the  companies  have  not  found  it  necessary  to  levy  the  full  rates.  Of  this 
number,  however,  we  can  hardly  specify  more  than  those  which  relate  to  the 
freight  traffic  on  the  railways;  beyond  that,  as,  for  Instance,  for  passenger 
fares,  the  fuU  charge  allowed  by  law  is  (in  France)  levied.  It  would  seem  to 
me  only  consistent  with  equity  that  the  fares  should  be  raised  from  the  moment 
that  a  state  of  things,  so  unforeseen  and  so  uncontrollable,  arose  as  a  recog- 
nized fall  in  the  value  of  the  metal  of  which  money  was  made.  All  these 
changes  of  tariffs  would  be  a  labor  of  infinite  difficulty  for  government,  and 
an  endless  source  of  discussions  with  the  legislative  body.  (On  the  Probable 
Full  in  the  Value  of  Gold,  Michel  Chevalier,  translated  by  Richard  Cobden, 
London,  1859,  p.  121.) 

EVn>ENCE   OF   DEPRECIATION    IN    THE   VALUE   OF    MONEY. 

I  have  thus  far  endeavored  to  lay  the  groundwork  of  the  points 
to  be  established  and  the  effect  of  a  depreciation  in  the  purchasing 
I)ower  of  money,  but  it  may  be  said  that  I  have  not  presented  the 
proof  of  such  depreciation.  It  is  to  that  point  that  I  now  propose 
to  address  myself.  It  is  now  generally  admitted  that  the  most  defi- 
nite and  trustworthy  method  of  ascertaining  changes  in  general 
prices  is  through  index  numbers.  These  index  numbers  are  nothing, 
in  effect,  but  the  reduction  of  a  great  variety  of  prices,  dealing  witn 
different  commodities  measured  m  different  ways — some  by  pounds, 
some  by  tons,  some  by  bulk,  and  some  by  the  value  of  the  labor  which 
they  represent — ^to  a  common  denominator.  In  this  wav  units  which 
are  dissimilar  are  reduced  to  terms  of  expression  which  are  similar. 
While  there  has  been  among  economists  some  dispute  as  to  the  proper 
method  of  arriving  at  index  numbers  which  are  the  true  expression 
of  changes  in  value,  it  has  been  found  that  what  might  be  called  the 
more  refined  processes  of  determining  index  numbers  do  not  afford 
results  radically  different  from  comparatively  simple  averages. 

Two  different  methods  were  tested  by  Prof.  Roland  P.  Falkner,  in 
the  celebrated  Senate  investigation  of  1891,  whose  results  have  since 
been  brought  down  to  date  by  the  Bureau  of  Labor.  One  of  these 
methods  was  to  take  the  simple  average  price  of  some  250  articles 
and  thereby  arrive  at  an  average  price  for  one  date  which  could  be 
compared  with  a  similar  average  for  another  date.  The  other  method 
tested  by  Prof.  Falkner  was  what  is  called  the  weighted  average, 
which  consisted  in  allotting  a  quantity  of  each  article  to  the  calcula- 
tion which  was  in  proportion  to  the  consumption  of  that  article. 
The  results,  as  I  stated,  did  not  differ  widely,  and  this  has  always 
proved  to  be  the  case  except  where  the  number  of  articles  considered 
was  small  and  there  were  unusual  fluctuations  in  some  two  or  three. 

Speaking  of  different  methods  of  arriving  at  the  index  number, 
including  the  weighted  average  of  Palgrave  and  the  several  methods 
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enaployed  by  Falkner,  Prof.  Hadley  says,  writing  in  1896,  at  the 
time  of  the  cuhnination  of  the  downward  trend  of  prices: 

In  point  of  fact,  the  results  obtained  by  an  unprejudiced  application  of  tbe 
three  methods  are  substantially  alike.  They  all  indicate  that  gold  i»ic^  in 
different  countries  rose  from  1850  to  1873  and  have  fallen  since  that  time;  so 
that  the  index  numbers  which  represent  the  general  price  level  in  1800  staad 
not  far  from  the  level  of  1850.  Since  the  crisis  of  1893  there  has  been  a  fnr^ 
ther  fall,  so  that  the  general  price  level  of  1895  is  exceptionally  low.  (Eco- 
nomics, New  York,  1896,  p.  195.) 

I  do  not  feel  it  necessary,  therefore,  to  ^o  into  elaborate  discussion 
of  the  system  of  index  numbers  and  their  value  before  proceeding 
to  state  the  character  of  the  changes  in  general  prices  which  are 
revealed  bv  the  index  numbers  of  the  Department  of  Commerce.  I 
submit  below  a  table  giving  the  index  nimlbers  obtained  by  Prof. 
Falkner  for  a  series  of  years,  with  the  percentage  by  which  average 
annual  prices  for  1912  exceed  those  of  previous  years.  It  will  be 
observed  that  average  prices  in  1912  were  48.9  per  cent  higher  than 
in  1897,  47.8  per  cent  higher  than  in  1896,  and  18.2  per  cent  hi^er 
than  in  1904.  Analysis  of  the  details  of  prices  by  classes  of  products 
^ows  that  under  the  head  of  metals  and  implements  the  index  num- 
ber advance  from  86.6  per  cent  in  1897  to  126.1  per  cent  in  1912; 
lumber  and  building  materials  from  90.4  per  cent  in  1897  to  148.2 
per  cent  in  1912,  or  an  increase  of  more  than  60  per  cent.  I  will 
not  embody  in  this  statement  further  details,  because  the  figures  are 
readily  accessible  in  a  recent  bulletin  of  the  Bureau  of  Labor  (Bulle- 
tin No.  114,  Apr.  4,  1913)  and  may  there  be  studied,  in  connectKHi 
with  the  striking  diagram  on  page  10,  showing  the  upward  move- 
ment of  general  prices  of  all  commodities  during  the  past  17  years. 
The  relative  prices,  with  the  increase  in  1912  over  other  years,  is 
set  forth  in  the  following  table : 

Relative  prices  of  commodities,  by  calendar  years,  1890  to  1912,  and  per  oemi 
that  prices  for  1912  were  higher  than  for  each  preceding  year, 

[Average  for  1890  to  1899-100.] 


Year. 

RelaUve 
prices  of 
aUoom> 
modities. 

Per  cent 

lomhan 

In  each 

preceding 

year. 

Year. 

Relativ« 
prices  of 
alloom- 
modltiea. 

PerctBt 

I913tfau 
fneMh 

1800                            

112.0 
111.7 
106.1 
106.6 
06.1 
93.6 
00.4 
80.7 
93.4 
101.7 
110.6 
108.5 

18.3 
19.6 
25.9 
26.5 
39.0 
42.7 
47.8 
48.9 
43.0 
31.4 
20.0 
23.1 

1902 

1119 
113.6 
113.0 
115.0 
122.5 
129.6 
122,8 
126.5 

m.6 

120.3 
1SS.6 

IS.) 

1801 

1903 

17-f 

1802 

1904 

IS.  3 

1803 

1905 

VLl 

1804 

1906 

%.l 

1805 

1907 

Xl 

1806 

1908 

i.1 

1807                       

1909 

XI 

1898 

1010 

us 

1800                    

1911 

3^4 

1900 

1912 

1901 

Keferring  to  the  simple  average,  which  takes  as  a  standard  of  100 
the  average  wholesale  price  of  the  10  years  1890-1899,  both  inclusive, 
we  obtain  some  interesting  results,  ft  apepars  that  in  1880,  the  first 
year  after  the  resumption  of  specie  payments,  prices  were  mnA 
higher  than  the  average  of  1890-1899.     An  almp^  imintemipted 
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decline  occurred,  however,  until  1896,  when  the  index  number  fell  to 
90.4,  or  more  than  40  per  cent  below  the  prices  of  1880.  With  the 
resumption  of  business  activity  in  1898,  the  index  number  begins  to 
rise  until  it  has  attained  110.5  in  1900.  There  was  then  a  slight  re- 
cession, followed  by  a  slow  recovery,  which  carried  the  index  num- 
ber for  1904  to  113.  Then  began  the  rapid  upward  movement  of  the 
past  eight  years,  interrupted  by  the  depression  of  1908  which  finally 
advanced  the  index  number  for  the  year  1912  to  133.6.  This  is  an 
increase  of  nearly  11  points  over  the  low  point  of  1908,  and  of  40.2 
points  over  the  index  number  of  189ft. 

English  index  numbers  Dear  out  the  American  in  a  general  way, 
although  their  range  of  fluctuation  is  not  quite  so  wide.  The  figures 
of  the  London  Statist,  which  are  printed  regularly  in  the  London 
Bankers'  Magazine,  take  as  a  basis  the  prices  of  45  commodities,  on 
the  averag;e  tor  the  11  years  1867  to  1877,  both  inclusive,  the  basic 
number  being  100.  The  results  thus  obtained  show  that  the  range  of 
prices  in  1912  was  39.3  per  cent  above  1896  and  23  per  cent  dbove 
1903.  The  following  table  gives  these  index  numbers  for  representa- 
tive years: 

TTie  Biati$t  index  numbers. 

[Based  on  wholesale  prices  of  45  commodities,  the  average  of  the  11  years,  1867-1877, 

being  taken  as  100.] 


Year. 

Index 
number. 

Year. 

Index 
nomber. 

1880 

88 
61 
75 
76 
72 
77 

1007 

80 

1806 

1006. 

78 

1888 

1000 

74 

\m^y^.//^^/^./^^./^y^//^^v.. 

1010 

78 

1006 

1011 

n 

1006 

1012 . 

Taking  articles  of  food  and  materials  separately,  the  index  num- 
bers compare  thus : 


Average, 
1800-lWO. 

AveraRe, 
1003>1012. 

iSfe: 

Dec., 
1013. 

May, 
1013. 

Pood 

68 
64 

72 
70 

60.0 
58.6 

78.4 
02.2 

77.3 

Matr^nialfl 

01.0 

THB  EVIDIINCE  OF  SWOLLEN  BANKING  ASSETS. 

One  of  the  most  remarkable  evidences  that  the  increase  in  the 
value  of  goods  in  terms  of  money  in  recent  jears  has  been  broad  and 
general  in  character  is  afforded  by  the  statistics  which  are  compiled 
annually  by  the  Comptroller  of  the  Currency  in  regard  to  the  bank- 
ing power  of  the  United  States. 

I  think  these  statistics  are  especially  striking  because  they  apply 
to  the  whole  banking  business  of  the  country,  the  whole  volume  of 
business  of  the  country,  and  not  to  any  selected  or  isolated  com- 
moditi^  or  transactions. 

It  might  seem  to  the  uninformed  outsider  that  it  was  a  source  of 
nothing  but  congratulation  that  the  total  resources  of  all  the  banks 
of  the  country,  stated  in  money,  had  more  than  doubled  during  the 
period  from  1900  to  1912.    Consid^ation  of  the  facts,  however,  and 
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analysis  of  related  figures,  induces  a  certain  degree  of  skepticism 
regarding  the  reality  of  the  gain. 

The  essential  question  is  whether  this  great  increase  in  banking 
power,  by  111  per  cent  in  12  years,  reflects  a  corresponding  increase  in 
the  annual  production  or  in  the  accumulated  wealth  of  the  countary. 
The  population  during  this  period  increased  only  25.3  per  cent,  so  that 
the  increase  in  banking  power  was  more  than  .tour  times  as  rapid  as 
that  in  population. 

When  I  say  "banking  power,"  I  use  the  expression  used  by  the 
Comptroller  of  the  Currency.  It  is  made  up  by  adding  together  the 
total  resources  of  all  the  banks  of  the  country — ^national,  State,  pri- 
vate, and  trust  companies.  Whether  it  really  constitutes  an  increase 
in  banking  power  is  a  Question  upon  which  1  have  some  doubts.  Ac- 
cording to  the  comptroller's  figures,  for  the  four  years  between  1908 
and  1912  the  increase  in  bankmg  power  was  27.8  per  cent,  while  the 
increase  in  population  was  only  9.3  per  cent. 

It  might,  perhaps,  be  contended,  if  there  were  only  a  moderate  in- 
crease in  banking  power  in  ratio  to  population,  that  it  was  due  to 
the  increased  prodnctive  power  of  labor  and  machinery.  A  little 
calculation  will  indicate,  however,  that  this  is  not  a  satisfactory  ex- 
planation of  the  entire  increase  in  banking  resources,  and  that  the 
real  cause  is  the  expression  of  similar  transactions  in  a  larger  num- 
ber of  dollars.  To  support  the  theory  that  the  increase  in  banking 
resources  was  due  to  the  increase  of  productive  power  upon  the  old 
level  of  values,  it  would  be  necessary  to  assume  that  the  productive 
power  of  the  population  of  the  United  States  had  increased  on  the 
average  about  68  per  cent  in  12  years.  This  is  based  not  upon  the 
gross  mcrease  in  banking  power  or  upon  the  average  of  increase,  but 
upon  the  reduction  of  bauKin^  resources  to  a  per  capita  basis. 

The  figures  which  appear  in  the  next  table  show  that  the  total 
banking  resources  of  the  country  per  capita  amounted  in  1900  to 
$140,  in  1908  to  $201,  and  in  1912  to  $235.  The  last-named  figure 
is  an  increase  of  67.68  per  cent  over  that  of  the  year  1900.  If  this 
increase  were  due  exclusively  to  increase  in  productive  capacity, 
it  would  mean  not  only  that  laborers  in  factories  had  greatly  in- 
creased their  productive  power  by  the  aid  of  machinery,  but  that  the 
average  increase  had  been  so  great  as  to  amount  to  nearly  68  per 
cent  when  spread  over  the  population  engaged  in  simple  manual 
labor  and  in  personal  services.  Obviously,  it  requires  an  optimistic 
draft  upon  the  imagination  to  assiune  any  such  phenomenal  increase 
in  the  producing  power  of  the  community,  and  no  such  result  is 
indicate  by  known  additions  to  accumulatea  wealth. 

To  test  tiie  question  whether  the  volume  of  goods  dealt  in  has 
increased  in  any  such  ratio  as  banking  resources,  i  have  divided  the 
ton  mileage  of  the  railways  in  1900  and  in  1912  by  the  population 
in  those  years,  and  find  an  mcrease  per  capita  of  48.14  per  cwit  instead 
of  the  68  per  cent  shown  in  banking  power.  A  better  test,  perhaps, 
is  afforded,  so  far  as  these  figures  constitute  a  test,  by  the  nmnber 
of  tons  of  freight  carried.  Here  the  increase  per  capita  is  a  little 
less  than  34  per  cent,  or  only  one-half  the  increase  in  banking  power. 
It  would  be  a  rash  student  of  these  problems  who  would  argue,  how- 
ever, that  increase  in  freight  movement  was  an  exact  proof  of 
mathematical  increase  in  the  amount  of  goods  produced.    Even  if 
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it  afforded  an  accurate  test  of  the  increase  in  production  of  certain 
classes  of  manufactured  goods  shipped  from  the  factories  to  whole- 
sale markets,  it  would  still  leave  aside  the  great  mass  of  commodities 
produced  and  consumed  on  the  farm  or  within  the  conununities 
where  they  were  produced.  It  would  also  leave  aside,  as  already 
indicated,  the  factor  of  the  productive  power  of  manual  labor  and 
personal  services.  All  that  could  be  safely  assumed  in  any  case  would 
be  that  the  surplus  above  these  basic  demands  nad  increased  in  a 
certain  ratio,  and  clearly  the  ratio  of  the  increase  to  total  production 
would  be  much  smaller  than  its  ratio  to  the  excess  available  for 
shipment. 

The  statistics  hardly  exist  to  determine  upon  the  whole  the  aver- 
age productive  power  of  the  country  as  a  whole,  except  in  stated 
lines  of  manufacture.  Obviously,  however,  a  veiy  large  increase  in 
the  amount  of  cotton  or  woolen  goods  or  steel  rails  produced  would 
not  in  itself  prove  increase  in  productive  power  as  a  general  propo- 
sition, but  only  that  additional  capital  and  labor  had  bee^  applied 
to  tfie  production  of  these  articles.  It  seems  to  be  a  fair  inference, 
therefore,  and  a  quite  conclusive  one,  that  the  productive  power  or 
the  country  has  not  increased  on  the  average  m  anv  such  ratio  as 
68  per  cent  in  12  years  or  28  per  cent  in  4  years,  and  that  the  increase 
in  banking  resources  in  these  ratios  is  the  result  of  an  increase  in 
the  number  of  dollars  in  which  like  transactions  are  expressed.  The 
broad  character  of  these  banking  statistics  also  affords  evidence  that 
the  rise  in  the  money  expression  of  similar  transactions  is  not  limited 
to  a  few  articles  or  to  special  cases,  but  is  widespread  and  substan- 
tially general  in  its  character. 

The  details  on  this  subject  appear  in  the  following  tables : 

Increase  of  hanking  power  in  tlie  United  Btates, 

(From  the  Report  of  the  ComptroUor  of  the  Currency  for  1012,  p.  42,  and  prior  years.) 

TOTAL  RESOURCES  OF  ALL  CLASSES  OF  BANKS. 


Year. 


Total  resources. 


Population. 


Resonrora 
peroapita. 


1900. 
1908. 
1913. 


110,685,000,000 
17,  M2, 705, 000 
22,548,706,000 


76,303,387 
87,406,000 
05,656,000 


8140.03 
201.64 


Per  eent| 

Ina  ease  In  population,  four  years,  1908-1012 0.3 

Increase  in  Dankins  power,  1008-1013 27.8 

Increase  in  popolation,  12  years,  1900-1912 25.3 

Inoreaae in  banking  power,  1000-1012 111.0 

Increase  in  per  capita  banking  power,  1000-1012 67.  fS 

Increase  in  freight  tonnage,  1900-1912, 

INCREASE  IN  TON  MILEAGE. 


Year. 

Ton  mileage. 

Population. 

Ton-mllee, 
per  capita. 

1900 

141.506,551,000 
262,055,605,000 

76,303,387 
05,656,000 

1,856 

W12 

2,748 

Increase  per  capita,  1000-1012, 48.14  per  cent. 
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Increoie  in  freight  Umnagty  iPOO-iPif —Continued. 

FBEIGHT  CARRIED  IN  SHORT  TONS. 


Ytar. 

Short  tons. 

Population. 

Tons.  POT 
capitft. 

1900 

1,081,963,301 
1,818,232,193 

76,303,387 
96,666,000 

I,4U 
l,9tl 

1912 

Increase  per  capita,  1900-1912, 33.99  per  cent. 

In  regard  to  these  tables,  I  would  call  vour  attention  to  the  f  oUow- 
ingy  which  is  striking :  In  1900  the  total  banking  resources,  as  com- 
puted by  the  Comptroller  of  the  Currency,  were  $10,685,000,000;  in 
1912  they  were  $22,548,706,000,  or  an  increase  of  111  per  cent  If  we 
are  asked  to  believe  that  there  has  been  during  that  period  of  12 
years  no  general  increase  in  the  level  of  prices,  men  we  are  asked  to 
believe  that  this  country  haa  leaped  forward  with  such  rapid  strides 
that  her  entire  resources — ^banking  resources — ^have  multiplied  111 
per  cent  in  12  years,  a  contention  which  will  hardly  be  made,  I  think, 
by  anybody. 

THE  PURCHASINO  P0WI»  OF  FBEIGHT  EARNINGS. 

It  is  pertinent  to  this  inquiry  to  set  side  by  side  with  these  chajoges 
in  the  purchasing  power  of  money  the  changes  which  have  taken 
place  in  the  rate  or  compensation  received  by  the  railways  for  pas- 
sengers and  freight.  Fortunately,  the  system  of  statistics  established 
by  the  Interstate  Commerce  Commission  permits  an  ascertainment 
of  the  average  receipts  per  unit  of  service  by  the  railways  of  the 
United  States.  Takmg  the  receipts  for  freight  alone  per  ton-mile 
and  expressing  them  in  mills,  or  tenths  of  a  cent,  it  appears  that 
this  average  of  ton-mile  receipts  varied  only  within  narrow  limits 
during  the  whole  of  the  16  years  from  1896  to  1912.  In  1896  the 
average  receipts  per  ton-mile  were  8.06  mills;  in  1912,  they  were 
7.48  mills.  This  represented  a  decline  of  sixty-three  hundredths  of 
a  mill,  or  about  7  per  cent.  This  decline  in  freight  receipts,  however, 
was  only  the  declme  expressed  in  terms  of  money. 

Quite  different  and  striking  results  are  obtained  if  one  compares 
the  purchasing  power  of  this  money  in  1896  with  its  purchasing 
power  in  1912.  Such  a  comparison  is  easy  and  simple  under  the 
system  of  index  numbers.  In  order  to  determine  this  ratio  of  pur- 
chasing power,  it  is  only  necessary  to  divide  the  rate  per  ton-mile 
by  the  index  number  for  prices.  The  result  gives  the  relationship  of 
the  ton-mile  revenue  in  purchasing  power  on  different  dates,  ex- 
pressed in  mills,  upon  the  basis  of  the  average  of  prices  from  1890 
to  1899.  If  the  receipts  per  ton-mile  in  1896  were  8.06  mills,  and 
wholesale  prices  bore  a  ratio  to  the  standard  of  90.4  points,  the  pur- 
chasing power  of  the  receipts  per  ton-mile  was  8.92  mills.  As  the 
index  number  of  prices  advanced,  however,  even  if  receipts  re- 
mained the  same  in  terms  of  money,  the  pqrchasing  power  of  the 
receipts  inevitably  fell  in  a  striking  ratio. 

After  the  revival  of  business  activity  in  1897,  receipts  per  ton- 
mile  declined  only  slightly,  but  the  index  number  of  wholesale  prices 
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increased  rapidly.  The  result  was  that  the  purchasing  power  of  the 
monej  received  for  freight  fell  from  a  ratio  of  8.06  in  1898  down  to 
6.61  in  1905.  Then  began  another  decline  interrupted  only  by  the 
depression  of  1908,  which  finally  carried  the  ratio  of  purchasing 
power  of  freight  receipts  in  1912  down  to  5.56.  When  this  purchas- 
ing power  of  the  receipts  per  ton-mile  is  compared  with  the  corre- 
sponding figure  of  1896,  we  find  a  decline  of  3.36  mills,  or  37.6  per 
cent.  I  conclude,  therefore,  simply  as  a  question  of  mathematics, 
and  without  undertaking  to  enter  into  the  mtricacies  of  railway  ac- 
counting or  the  special  demands  which  have  been  made  upon  the 
railways,  that  the  purchasing  power  of  the  moneys  which  are  now 
paid  for  freight  is  approximately  37  per  cent  less  in  the  market  for 
con^odities  than  it  was  in  1896. 

In  other  words  the  purchasing  power  of  money  received  by  the 
railways  for  freight  fell  37  per  cent  in  the  market  for  commodities 
between  1896  and  1912. 

From  1903  to  1912  there  was  a  decrease  of  17.1  per  cent  in  the 
purchasing  power  of  ton-mile  earnings,  and  even  from  1908  to  1912, 
during  the  period  of  four  years,  a  decline  of  9.4  per  cent,  or  nearly 
twice  the  proportion  in  which  it  is  now  asked  that  permission  be 
given  to  advance  nominal  rates  expressed  in  terms  of  money. 

The  calculations  for  the  entire  railway  system  follow.  The  facts 
appear  very  strikingly  in  the  table  on  page  24,  "  Purchasing  power 
or  receipts  per  ton-mile." 

Results  substantially  similar  are  obtained  for  the  railways  in 
eastern  territory,  with  their  generally  lower  average  of  ton-mile 
receipts.  For  the  10-year  period  1903-1912,  the  declme  in  the  pur- 
chasmg  power  of  freight  earnings  works  out  at  18.8  per  cent.  The 
foUowmg  table  gives  the  calculations  for  railways  in  eastern 
territory. 

The  second  broad  subject  to  which  I  wish  to  address  myself,  in  con- 
sidering the  present  economic  position  of  the  railways,  is  the  in- 
creased difficulty  which  they  have  found  in  recent  years  in  obtaining 
new  capital  for  extensions  and  improvements.  (5ne  of  the  funda- 
mental difficulties  has  been  the  imusual  demand  for  capital  from 
many  sources  during  the  past  dozen  years  and  the  increased  keenness 
of  competition  between  various  forms  of  investment. 

Time  was,  before  the  era  of  industrial  consolidations,  when  the 
bonds  and  shares  of  railways  were  the  principal  resource  for  the 
investor  in  finding  safe  and  profitable  use  for  his  savings.  In  recent 
years,  however,  new  demands  have  converged  upon  the  supply  of 
available  capital  in  an  unusual  degree  from  the  conversion  of  mdus- 
trial  enterprises  into  stock  companies,  the  absorption  and  merger  of 
old  companies  with  new,  the  great  extension  oi  the  system  of  local 
traction  lines,  the  demands  of  imdeveloped  coimtries  for  railways 
and  industrial  equipment,  and  the  remarkable  expansion  in  the  calls 
of  Governments  upon  the  financial  markets  for  the  means  of  increas- 
ing armaments  and  making  public  improvements.  I  shall  confine 
myself,  in  the  discussion  of  this  subject,  chiefly  to  the  volume  and 
general  character  of  this  demand  for  capital,  leaving  it  to  those  spe- 
cially interested  in  the  railways  to  discuss  its  more  particular  appli- 
cation to  their  condition  and  requirements. 
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As  an  indication  of  the  growth  in  the  demand  for  capital,  I  will 
first  present  some  general  statistics,  compiled  annually  for  many 
years  by  the  Belgian  financial  publication,  Moniteur  des  Interets 
Materiels.  This  compilation  relates  to  the  issue  of  securities  in  all 
countries  of  the  world,  so  far  as  the  data  were  available.  While,  no 
doubt,  imperfect  in  detail,  especially  in  regard  to  the  United  States, 
the  figures  probably  represent  upon  the  whole  about  the  same  ratio 
of  issues  reported  to  issues  actually  made  from  year  to  year. 

These  figures  show  that  prior  to  1896  total  issues  as  high  as 
10,000,000,000  francs  ($2,000,000,000)  roughly,  per  annum  were  the 
exception,  except  for  the  period  of  inflated  prices  and  speculation 
from  1871  to  1873,  when  .the  annual  average  output  of  securities  for 
three  years  was  about  13,000,000,000  francs. 

After  the  panic  of  1873  there  was  only  one  year  (1889)  up  to  1894 
when  the  total  issues  of  $2,000,000,000  were  reached. 

For  the  10  years  ending  with  1893  the  annual  average  issues  re- 
ported were  about  $1,250,000,000. 

For  the  10  years  ending  with  1903  the  annual  average  advance  was 
about  $2,596,000,000. 

For  the  eight  years  ending  with  1911,  however,  this  annual  aver- 
age advanced  to  $4,078,000,000,  and  with  the  exception  of  the  last 
year  showed  an  almost  uninterrupted  increase.  It  was  of  the  highest- 
significance  in  this  connection  also  that  while  these  figures  included 
refunding  operations  or  conversions  such  operations  almost  entirdy 
ceased  after  1906,  the  year  of  the  conversion  of  the  Italian  debt, 
which  was  accomplished  with  considerable  diflBculty  and  with  great 
skill  by  the  minister  of  finance  of  Italy  at  that  time.  Hence  the  fig- 
ures smce  1906  represent  almost  entirely  net  additional  issues  of 
securities  and  new  demands  for  capital.  The  figures  are  reduced 
to  dollars  on  a  somewhat  more  accurate  basis  than  5  francs  to  the 
dollar  in  the  table  on  page  28. 

If  these  figures  may  be  considered  too  general  in  character  to  be 
implicitly  relied  upon,  or  lacking  in  some  respect  in  completeness, 
it  is  possible  to  present  others  for  those  countries  in  which  the  finance 
of  the  world  is  substantially  concentrated  which  are  more  exact  and 
possibly  more  accurate. 

The  volume  of  new  securities  listed  from  year  to  year  on  the 
Paris  Bourse  is  not  without  significance,  although  it  includes  a  large 
volume  of  securities  issued  by  foreign  Governments  and  industrial 
enterprises.  The  listing  of  such  foreign  securities,  issued  in  Russia, 
Turkey,  Austria-Hungary,  and  many  of  the  newer  countries,  is  a 
natural  consequence  of  the  fact  that  French  savings  represent  one 
of  the  largest  annual  accretions  to  the  supply  of  capital  seeking  new 
investments,  with  the  possible  exception  oi  the  United  States,  where 
most  new  capital  goes  into  domestic  enterprises.  The  table  whidi 
follows  gives  the  total  issues  of  securities  for  representative  years, 
in  millions  of  francs,  stating  separately  those  of  French  industrial 
corporations  and  those  issued  oy  foreign  industrial  corporations. 
It  appears  that  while  the  total  issued  amounted  in  1902  to  only  1,716,- 
000,000  francs,  the  total  of  such  issues,  or  introductions  on  the  bourse, 
reached  5,076,000,000  francs  in  1906,  and  after  a  recession  of  new 
listings  during  the  next  three  years,  attained  an  even  higher  figure 
in  1910.    The  details  are  set  forth  in  the  table  on  page  29. 
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You  will  see  that  the  demands  of  the  French  industrial  issues  alone 
were  in  1912  more  than  12  times  what  they  were  in  1902,  while  the 
demands  of  foreign  industrials  were  more  than  four  times  in  1912 
what  they  were  in  1902.  The  foreign  industrials,  of  course,  did  not 
derive  all  their  capital  from  the  French  markets,  but  they  did  de- 
rive in  most  cases  a  very  large  share,  because  they  were  issued  in 
countries  like  Russia  and  Turkey,  which  were  deficient  in  local  capi- 
tal and  therefore  appealed  to  the  Paris  market  for  the  means  of 
founding  and  carrying  on  their  enterprises.  ' 

In  Great  Britam,  also,  it  is  possible  to  present  quite  accurate 
figures  of  the  number  and  total  amount  of  the  nominal  capital  of 
companies  registered  under  the  corporation  laws.  The  table  given 
below  shows,  in  poimds  sterling,  the  nominal  capital  of  the  com- 
panies registered  imder  the  law.  The  law  was  made  much  more 
rigorous  m  respect  to  the  representations  allowed  to  be  made  and 
the  property  against  which  stock  was  permitted  to  be  issued  by  a 
law  which  took  effect  in  1901.  This  probably  accounts  in  part. for 
the  shrinkage  in  the  annual  amoimt  of  capital  applied  for  during  the 
following  years;  but,  beginning  with  1904,  there  has  been  an  almost 
uninterrupted  increase  in  the  capitalization  of  these  new  companies 
which  has  carried  the  amount  from  approximately  $460,000,000  in 
1904  to  about  $1,050,000,000  in  1910. 

The  table  on  page  30  shows  the  number  and  total  amount  of  nomi- 
nal capital  of  companies  registered  in  the  United  Kingdom  under 
'"the  companies  consolidation  act  of  1908"  and  preceding  acts.. 

Even  more  exact  in  a  sense,  because  it  excludes  ventures  which 
fail  to  attract  public  support,  is  the  tabulation  made  each  year  by 
the  British  Government  of  companies  actually  carrying  on  business. 
These  figures  represent  the  gross  outstanding  capital,  instead  of 
annual  issues,  and  discard  the  paper  securities  of  companies  which 
have  ceased  to  do  business.  Tiiese  figures  illustrate  m  a  striking 
way  the  growth  in  capital  invested  in  industrial  enterprises  in  the 
United  Kingdom  at  the  present  time,  as  compared  with  15  years 
ago  or  even  more  recent  dates.  They  do  not  include  railway  issues 
and  some  other  forms  of  securities,  nor  do  they  include  the  public 
capital  which  has  been  invested  in  municipal  tramways  and  other 
governmental  enterprises.  They  show,  however,  that  even  in  private 
corporations  the  amount  of  paid-up  capital,  which  was  about  $5,600,- 
,000,000  in  American  money  in  1896,  has  risen  in  April,  1910,  to 
about  $10,650,000,000,  or  almost  exactly  90  per  cent. 

The  table  shows  the  total  number  and  amount  of  paid-up  capital, 
including  amounts  considered  as  paid  on  vendors'  shares  of  all  regis- 
tered companies  having  a  share  capital,  and  believed  to  be  carrying 
on  business  at  the  dates  mentioned.  That  is  some  indication  not 
only  of  the  capital  demanded  by  new  companies,  but  capital  actually 
applied  and  now  in  use  by  going  companies. 

For  the  United  States  there  is  no  official  compilation  of  security 
issues,  because  charters  are  issued  by  the  48  States  and  by  the  Ter- 
ritories, as  well  as  a  few,  including  national-bank  charters,  by  the 
Federal  Government.  A  compilation  has  been  kept  up,  however,  for 
several  years  by  one  of  the  financial  journals  which  affords  some  indi- 
cation of  the  great  output  of  securities  in  this  country  in  recent  years. 
The  total  of  all  classes  of  issues  reported  for  1908  was  $1,423,000,000, 
which  increased  for  1912  to  $2,253,000,000,  or  about  60  per  cent 
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within  the  short  space  of  four  years.  The  figures  for  the  cur- 
rent year,  completed  up  to  the  1st  of  December,  show  a  decline  to 
$1,571,000,000. 

One  of  the  most  significant  features  of  this  tabulation  for  tiie 
United  States  is  the  diminishing  proportion  of  issues  of  railway 
securities  and  the  large  part  played  in  such  diminished  issues  by 
diort-term  notes.  For  11  months  ending  with  November  railway 
issues  amuonted  in  1912  to  $1,024,627,800,  while  for  the  same  period 
in  1913  they  reached  only  $914,216,100.  The  amount  of  notes  issued, 
however,  in  1912,  railway  notes,  was  $346,810,300,  and  in  1913, 
$391,627,200.  Issues  by  industrial  corporations  for  the  same  period 
in  1912  were  $1,066,470,700  and  declined  during  1913  to  $657,509,700, 
but  in  spite  of  the  decline  in  total  issues  the  amount  of  notes  issued 
increased  from  $120,075,000  in  1912  to  $151,151,000  in  1913.  The 
text  of  the  principal  part  of  these  calculations,  as  printed  in  the 
Journal  of  Commerce  of  December  1,  1913,  is  appended  to  this 
statement. 

This  great  demand  for  new  capital  has  arisen  from  several  causes. 
It  has  brought  into  more  acute  competition  with  the  railways  in  the 
market  for  capital  the  securities  of  industrial  corporations  and  of 
Governments  than  almost  ever  before  in  the  history  of  modem 
finance.  A  recent  tabulation  issued  by  the  Bureau  of  Foreign  and 
Domestic  Commerce  of  the  Department  of  Commerce  at  Washington 
stated  the  national  debts  of  the  world  at  latest  available  dates  as 
nearly  42  thousand  millions  of  dollars,  and  this  is  estimated  to  be 
an  increase  of  more  than  30  per  cent  over  the  year  1900.  These 
figures  do  not  include,  in  the  case  of  the  United  States  and  many 
other  countries,  the  heavy  obligations  of  municipalities  and  other 
minor  civil  authorities. 

This  great  demand  for  capital,  which  converges  on  the  principal 
money  markets  of  the  world,  has  effects  similar  to  those  produced  by 
great  demand  upon  other  commodities;  it  raises  its  price.  As  the 
price  of  capital  is  the  rental  charged  for  its  use,  or  the  interest  rate, 
this  rate  has  risen  in  a  marked  degree  in  recent  years.  The  influence 
of  this  condition  may  be  summarized  as  follows : 

1.  New  securities  can  only  be  sold  at  lower  prices  than  formerly 
or  must  pay  higher  interest  rates  on  their  par  value. 

2.  The  prices  of  outstanding  securities  fall,  making  them  unsal- 
able in  the  hands  of  their  holders  except  at  a  loss  and  reducing  the 
assets  and  the  surplus  funds  of  savings  banks,  other  banking  insti- 
tutions, and  insurance  companies. 

3.  The  seekers  of  new  capital  by  means  of  security  issues  must 

Eay  a  larger  amount  in  money  for  its  use,  and,  in  view  of  the  rise 
1  general  prices,  must  pay  more  for  their  materials,  thus  making 
necessary  a  higher  rate  of  earnings  than  formerly  in  order  to  meet 
fixed  charges. 

4.  Under  the  conditions  of  competition  for  capital  thus  estab- 
lished industries  of  high  earning  power  are  able  to  outbid  those  of 
lower  earning  power  for  the  supply  of  free  capital  in  the  market. 

5.  Incident  to  the  decline  in  the  purchasing  power  of  money  there 
is  a  tendency  on  the  part  of  investors  to  shift  their  investments  to 
those  paying  higher  returns  than  formerly,  in  order  to  me^  the 
increased  cost  of  living,  even  at  the  risk  or  some  slight  decrease  in 
security. 
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6.  In  SO  far  as  the  decline  in  the  purchasing  power  of  money  is 
recognized  in  the  financial  world  as  a  factor  likely  to  be  continuously 
felt,  there  will  be  a  tendency  on  the  part  of  invesiors  to  refrain  from 
purchasing  securities  for  long  terms  paying  a  fixed  income  in  money.. 

In  other  words,  they  want  to  conserve  the  right  to  put  their  capital 
into  new  investments,  based  upon  the  future  value  of  the  money, 
rather  than  into  old  investments  whose  purchasing  power  expressed 
in  money  is  constantly  declining. 

The  proof  that  practically  all  these  influences  have  been  in  opera* 
tion  in  the  market  for  capital  during  the  past  10  years,  and  especially 
since  1906,  is  to  be  f  oimd  on  every  hand.  While  some  of  it  is  more 
capable  of  statistical  demonstration  than  the  rest,  the  prevalence 
of  these  tendencies  is  known  to  every  dealer  in  securities  in  his 
contact  with  investors  and  financiers  in  his  daily  business.  It  is  not 
easjr  to  make  comparisons  of  the  prices  of  securities  at  different  dates 
which  wiU  bear  criticism,  because  so  many  elements  enter  into  the 
calculation,  arising  out  of  the  securities  tnemselves  and  the  enter-> 
prises  which  they  represent,  and  because  of  the  eddies  and  counter- 
currents  which  obscure  the  course  of  the  main  current.  Perhaps  ad 
near  a  fair  measure  as  can*  be  obtained  of  the  decline  in  the  pr^niei* 
securities  of  the  world  is  afforded  by  the  average  quotations  for  a 
series  of  years  presented  by  M.  Arthur  Kaffalovich,  the  eminent 
Kussian  economist,  in  his  last  annual  issue  of  Le  Marche  Financier- 
He  shows  a  decline  in  French  8  percents  from  1908  to  1912  of  ^ 
per  cent  of  par  value,  in  German  3  percents  of  7.2  per  cent,  and  in 
British  consols  of  13  per  cent.  Only  Russian  4  percents  show  an 
advance,  due  to  the  improvement  of  the  national  credit,  which  has 
not,  however,  brought  them  up  to  a  parity  with  the  issues  of  richer 
nations. 

I  give,  in  the  table  here,  the  average  quotations  for  the  years  1908- 
1912,  and  quotations  on  December  31,  1912,  but  I  do  not  include  the 
more  recent  sharp  fall  in  some  of  these  Government  securities,  due 
to  special  causes. 

Another  set  of  figures  affording  a  guide  of  some  trustworthiness 
as  to  the  movement  of  the  security  market  as  a  whole  is  the  tabula- 
tion presented  at  the  close  of  each  year  in  the  French  financial 
T^eekly,  L'Economiste  Europeen.  In  France  for  the  past  three  or 
four  years  there  has  been  an  almost  iminterrupted  decline  in  the 
market  value  of  leading  securities.  This  represents,  of  course,  A 
larger  return  upon  the  market  price  to  a  new  purchaser  or  investor, 
but  a  smaller  return  in  money  to  a  corporation  issuing  securities. 
Substantially  tiie  same  important  securities  are  tabulated  annually 
by  M.  Edmond  Thery,  the  editor  of  L'Economiste  Europeen,  in  his 
annual  summary  for  1912,  published  in  Europeen.  His  annual 
summary  for  1912,  published  m  L'Economiste  Europeen  of  January 
3,  1913,  declares  that  163  leading  French  securities,  representing  a 
nominal  capital  of  57,661,000,000  francs,  or  about  85  per  cent  of  the 
aggregate  of  national  negotiable  securities,  depreciated  during  the 
year  1912  alone  by  a  sum  of  1,806,000,000  ffancs,  or  3.12  per  cent, 
this  sum  being  allotted  in  the  proportion  of  822,000,000  francs  for 
the  first  half  of  the  year  and  984,000,000  francs  for  the  second  half. 

The  table  does  not  include  iach  year  exactly  the  same  amoimt  of 
securities,  but  the  amount  of  the  face  value  is  §iven,  and  it  thett 
shows  what  the  face  value  of  these  s^rae  securities  was  at  the  be- 

Digitized  by  VjOOQ IC 


710  FIVE  PEB  CENT  OASES. 

ginning  of  the  preceding  year  and  the  value  at  the  end  of  the  year 
chosen,  which  affords  an  accurate  measure  of  depreciation  in  the 
market  value  of  this  ^eat  mass  of  French  securities,  representing 
85  per  cent  of  the  whole  amount  listed  on  the  Paris  Bourse. 

Strong  evidence  of  the  manner  in  which  other  securities  are  el- 
bowing the  old-fashioned  4  per  cent  railway  mortgage  bond  out  of 
the  market  for  capital  is  anorded  by  the  character  of  the  listings 
on  the  New  York  Stock  Exchange.  On  the  New  York  Stock  Ex- 
change are  listed  for  the  most  part  only  securities  of  a  certain 
standard  and  importance.  Sailway  securities,  therefore,  still  had 
a  slight  advantage  in  the  quantity  listed  at  the  close  of  1911  ov^ 
other  forms  of  investment,  but  they  were  beinc  so  rapidly  overtak^i 
in  the  race  that  their  percentage  of  increase  during  the  nine  years 
from  1902  to  1911  was  only  a  little  more  than  one-third  that  of  their 
industrial  and  official  competitors.  In  other  words,  their  industrial 
and  official  competitions.  In  other  words,  while  new  railway  issues 
listed  stood  at  an  amount  47.9  per  cent  higher  in  1911  than  m  1902, 
the  net  listings  of  other  securities  increased  during  the  same  period 
by  133.1  per  cent.  The  figures  in  the  following  table  are  taken  from 
the  two  editions  of  the  work  of  Mr.  Sereno  S.  Pratt,  on  The  Work 
of  Wall  Street. 

These  figures  represent  the  whole  amoimt  of  securities  now  listed 
and  not  the  amount  of  securities  listed  during  the  years  cited,  but 
the  whole  amount  listed  as  on  the  dates  citea  and  dealt  in  on  iJie 
exchange. 

One  of  the  immediate  causes  of  the  present  demand  for  capital 
has  been  the  war  in  the  Balkans,  but  it  is  not  probable  that  pressure 
of  this  sort  upon  the  money  market  will  cease  with  the  restoration 
of  tranquillity  in  the  Near  East.  The  large  expenditure  made  by 
the  contending  States  in  the  Balkans  has  not  yet  been  definitely 
financed  and  is  still  weighing  upon  the  markets  of  Paris,  London, 
and  Berlin  as  an  important  mfluence  on  the  future.  The  tendency 
of  political  events  in  Europe,  moreover,  has  been  to  cause  such  mu- 
tual imeasiness  among  the  powers  as  to  result  in  the  levy  of  a  si>eeial 
tax  for  military  purposes  by  the  Imperial  Government  of  Grermany, 
and  a  countermove  by  France  in  the  proposal  of  a  loan  amounting  to 
about  $260,000,000,  which  is  now  pending  in  the  French  Chambers. 

Differences  over  the  form  of  that  loan  nave  resulted  in  the  disso- 
lution of  the  French  ministry. 

In  the  meantime  great  sums  of  money  are  being  demanded  from 
time  to  time,  both  by  Governments  and  by  private  companies,  for 
the  extension  of  the  equipment  of  food  production  and  transporta- 
tion in  the  less-developed  countries  of  the  world — in  the  Argentine 
Republic,  in  British  India,  in  French  Indo-China,  in  French  and 
German  Africa,  in  the  great  Empire  of  China,  and  in  our  own  de- 
pendencies in  the  Philippine  Islands.  Various  reasons  are  assigned 
for  this  steady  demand  for  the  extension  of  the  railway  network,  and 
the  development  of  new  areas  of  production  in  these  newer  countries, 
but  it  seems  not  unlikely  that,  both  consciously  and  unconsciously, 
they  are  the  result  of  the  pressure  of  the  diminishing  ratio  of  food 
supply  to  population  in  the  older  civilized  States  and  represent  the 
measures  necessary  to  restore  and  increase  that  supply  m  order  to 
check  the  rise  of  prices  beyond  the  reach  of  those  of  small  means. 
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If  this  motive — ^the  pressure  of  the  need  for  food — ^is  really  the 
controlling  motive  behmd  the  commercial  expansion  of  the  mide- 
veloped  countries,  it  is  a  motive  which  is  likely  to  be  more  persistent 
and  more  exacting  in  its  pressure  upon  the  supply  of  capital  and 
more  influential  upon  the  rate  to  be  paid  for  the  use  of  capital  than 
the  mere  needs  of  better  terminal  facilities  and  improved  equipment 
on  the  railway  systems  of  the  great  civilized  countries. 

I  am  not  here  to  speak  as  an  expert  in  regard  to  the  needs  9f 
American  railways.  It  is  proper,  however,  for  its  bearing  on  the 
general  economic  problem,  to  quote  the  language  of  so  nigh  an 
authority  as  the  Eailroad  Securities  Commission,  of  which  President 
Arthur  T.  Hadley,  of  Yale,  was  chairman,  which  reported  to  the 
President  at  the  close  of  1911  upon  the  subject  of  regulating  the 
Issue  of  railway  securities.  They  expressed  the  belief  in  strong 
language  that  there  must  be  large  aaditional  capital  expenditure 
through  the  obvious  means  of  the  issue  of  new  securities.  Upon  this 
point  their  report  says: 

There  is  a  widespread  belief,  based  on  imperfect  examination  of  the  erl- 
dence,  that  the  amount  of  capital  needed  for  the  future  development  of  our 
railroad  system  is  small  in  proportion  to  that  which  has  been  required  in  the 
past ;  that  the  profits  on  such  added  investments  of  capital  are  reasonably  well 
assured;  and  that  we  can  therefore  fix  attention  predominantly,  if  not  ex- 
clusively, on  the  needs  of  the  shipper  without  interfering  with  the  necessary 
supply  of  new  money  from  investors. 

It  is  quite  possible  that  the  building  of  additional  railroad  mileage  will  be 
far  less  rapid  in  the  future  than  it  has  been  in  the  past,  but  the  capital  needed 
for  the  development  and  the  improvement  of  mileage  already  existing  is  enor- 
mous, even  if  we  built  no  new  mileage  at  all.  The  outstanding  stock  and  debt 
of  the  railways  in  the  United  States  averages  less  than  $60,000  a  mile  of  line. 
This  figure  is  bound  to  be  greatly  increased  in  the  immediate  future  *  *  *. 
The  thousands  of  millions  of  dollars  needed  for  these  purposes  must  be  raised 
by  the  sale  of  securities. 

I  have  endeavored  in  this  discussion  to  limit  myself  to  a  few  simple 
propositions,  which  I  think  are  well  understood  among  the  econo- 
mists and  have  been  sufficiently  proved,  so  far  as  such  matters  are 
susceptible  of  exact  proof.  We  have  seen  that  there  has  been  an  ad- 
vance in  prices  of  commodities  of  a  broad  and  general  character. 
In  so  far  as  the  advance  in  prices  has  been  uniform  in  different  in- 
dustries, and  in  so  far  as  the  increase  in  the  wages  of  labor  has  cor- 
responded to  the  advance  in  prices,  equality  of  conditions  under  the 
present  value  of  the  dollar  has  been  established.  The  railways,  how- 
ever, have  not  shared  in  this  advance  in  the  money  expression  of 
services  in  any  such  degree  as  other  industries  and  wage  earners. 

It  is  worth  noting  in  this  connection  that  if  the  commercial  clients 
of  the  railways  have  in  nearly  all  cases  been  able  to  obtain  an  increase 
in  their  receipts  in  money,  corresponding  to  its  diminished  purchas- 
ing power,  these  clients  have  not  been  called  upon  to  disturse  in 
freight  rates  the  ratable  proportion  of  their  increased  charges  to  the 
consumer,  and  have  from  the  enforced  rigidity  of  such  rates  in  terms 
of  money  transferred  an  unearned  increment  to  their  own  coffers  at 
the  expense  of  the  railways.  The  railways  have  not  adapted  their 
charges,  as  have  other  industries,  to  the  change  in  the  purchasing 
power  of  money.  They  have  continued  to  sell  their  services  for  an 
amount  which  nas  remained  comparatively  fixed  in  money,  but  has 
declined  greatly  in  purchasing  power.    Such  additional  capital  as 
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they  have  sought  by  the  issue  and  sale  of  securities  has  been  obtained 
on  higher  terms  than  in  former  years,  while  its  purchasing  pow^ 
in  materials,  in  wages  has  been  much  less  than  in  former  years-  The 
railways  have  been  in  the  peculiar  position  of  seeing  prices  rising  all 
around  them,  while  they  have  been  unable  to  make  aavances  propor- 
tionate to  their  changed  relations  to  other  industries. 

If  the  value  of  the  money  received  by  the  railways  for  their  serv- 
ices has  so  seriously  declined  in  purchasing  power  as  to  deprive  them 
of  the  means  of  meeting  their  legitimate  charges  and  obtaining  new 
capital  at  its  present  rental  price,  they  are  not  on  an  equality  with 
other  industries ;  they  are  receiving  a  much  less  proportionate  share 
of  the  proceeds  of  the  economic  output  of  the  country  than  that 
which  they  formerly  received ;  and  they  are  less  capable  of  contrib- 
uting their  share  to  equipping  this  country  for  unfettered  competi- 
tion with  other  countries  in  the  field  of  production  and  international 
conunerce. 

Mr.  Brownell.  Mr.  Conant,  do  you  understand  that  the  increase 
in  commodity  prices  and  the  decrease  in  the  purchasing  power  of 
money  and  its  relation  to  railway  rates  has  already  received  consider- 
ation in  other  countries? 

Mr.  Conant.  Yes,  sir. 

Mr.  Brownell.  Do  you  understand  that  there  has  already  been 
recognized  in  a  number  of  countries  other  than  the  United  States 
the  necessity  for  an  increase  in  railway  rates  to  affect  an  adjustment 
of  the  conditions  brought  about  by  the  diminished  purchasing  power! 

Mr.  Conant.  Yes,  sir.  In  the  leading  European  countries  the 
effect  of  pressure  of  diminished  purchasing  power  of  money  upon 
rates  has  been  recognized  and  it  is  even  now  under  discussion,  or  has 
been  the  subject  of  action  already. 

On  that  subject  I  think  there  could  be  nothing  better,  perhaps, 
than  the  presentation  of  a  paper  by  Prof.  Clement  Cokon,  an  emi- 
nent French  railway  man  and  economist,  which  was  printed  in  the 
Kevue  Politique  et  !rarlementaire.  If  it  is  the  desire  of  the  commis- 
sion I  will  suomit  the  original  article  as  it  appeared  in  that  French 
periodical,  together  with  agood  translation  into  English. 

Commissioner  Harlan.  Tne  original  would  be  an  added  burden  to 
the  commission.    I  think  the  translation  will  do. 

Mr.  Brownell.  Mr.  Colson  was  formerly  director  of  railways  in 
the  French  ministry? 

Mr.  Conant.  Yes.  He  is  a  man  very  well  known  in  both  the  practi- 
cal and  economical  field  in  France,  having  been,  and  is  now,  in  fact, 
a  counselor  of  state.  He  was  formerly  director  of  railways  in  the 
French  ministry  of  public  works  and  professor  of  politiciJ  economy 
in  the  Ecole  Nationale  des  Ponts  et  Chaussees  of  Paris.  That  means 
that  he  was  in  the  National  School  of  Bridges  and  Highways,  a 
governmental  educational  institution. 

Mr.  Colson  has  written  a  great  deal  on  the  railway  problem  and  is 
usually  asked  to  speak  at  the  meetings  of  the  International  Railway 
Congress.  He  has  also  written  a  work  on  the  general  principles  of 
political  economy,  one  entire  volume  of  which  is  devoted  to  railroad 
transportation. 

Mr.  Brownell.  He  is  recognized  as  one  of  the  most  eminent  Eu- 
ropean authorities  on  railway  economics? 
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Mr.  CoNAKT.  Yes.    . 

Mr.  Brownell.  The  subject  of  the  i)aper  to  which  you  refer  is 
"  The  moyement  of  prices  and  increases  in  railway  rates ''? 

Mr.  CoNANT.  Yes. 

Mr.  Bbownell.  He  is  also  recognized  as  an  eminent  authority  upon 
th«t  subject? 

Mr.  CowANT.  Yes. 

Mr.  Bbowneix.  I  will  offer  this  paper,  and  ask  that  it  be  marked 
"Conani  Exhibit  No.  2." 

(The  paper  referred  to  was  received  in  evidence,  marked  "  C.  A. 
Conant  Exhibit  No.  2,"  and  will  be  found  at  the  end  of  this  hearing.) 

Mr.  Browneix.  I  call  your  attention  to  a  statement  preparedby 
the  Bureau  of  Railway  Economics  showing  receipts  per  ton  per  mile 
and  passenger  mile,  respectively,  of  the  rwways  of  the  eastern  dis- 
trict, for  the  years  1903  to  1912,  expressed  in  terms  of  conmiodity 
prices.    You  have  examined  this  statement,  have  you  ? 

Mr.  Conant.  Yes:  I  have  examined  it 

Mr.  Brownell.  You  have  examined  also  the  diagram  accompany- 
ing it? 

Mr.  Conant.  Yes. 

Mr.  Brownell.  Does  that  statement  accurately  show  the  trend  of 
the  purchasing  power  of  railway  receipts? 

Mr.  Conant.  Yes;  it  shows  it  reduced  to  a  percentage  basis. 

Mr.  Brownell.  Will  you  kindly  explain  what  the  table  shows,  and 
also  explain  the  salient  features  of  the  table? 

In  the  first  place,  I  will  offer  this  as  "  Conant  Exhibit  No.  3." 

(The  pi^er  referred  to  was  received  in  evidence,  marked  "  C.  A. 
Conant  Exhibit  No.  3,"  and  will  be  foimd  at  the  end  of  this  hearing). 

Commissioner  Harlan.  Before  you  explain  that  exhibit,  will  you 
be  kind  aiough  to  explain  a  little  more  in  detail  the  meaning  of  the 
phrase  "index  number"  in  connection  with  certain  tests  that  were 
referred  to  in  the  early  part  of  your  remarks? 

Mr.  Conant.  There  aare  several  ways  of  calculating  the  index  num- 
ber. But  the  simplest  way.  and  I  think  the  method  pursued  in  the 
Englisii  index  number,  is  to  take  the  prices  of  a  certain  ran^  of 
articles  at  the  end  of  each  month.  I  think  in  the  case  of  own  mdex 
numbers  they  are  taken  more  often,  but  the  other  method  will  illus- 
trate the  pomt  sufficiently.  To  take  the  prices  at  the  end  of  each 
mcmth  of  certain  articles;  to  avera^  those  prices  in  such  a  way,  first 
choosing  a  baabs,  to  be  determined  in  part  by  an  examination  of  the 
figures,  the  basis  to  represent  normal  prices — ^but  whether  it  rapre- 
sents  normal  prices  is  not  mat^al,  so  long  as  it  affords  a  start- 
ing point.  In  the  case  of  our  own  figures  from  the  Bureau  of  Labor, 
the  prices  for  the  whole  p^od  of  1890  to  1809  were  taken  in  order 
to  obtain  the  normal.  The  normal  having  been  obtained  for  each 
article,  the  price  of  the  different  articles,  each  by  itself,  is  compared 
with  the  normal  and  is  reduced  to  a  percentage  basis.  In  other 
words,  if  you  find  that  a  pound  of  beef  cost  10  cents  on  an  average 
between  1890  and  1899  and  it  costs  13  cents  in  1902,  your  index  num- 
ber would  become  120  or  1.2,  whether  you  use  the  1  or  the  100  as  a 
basis;  and  that,  you  see,  reduces  it  to  a  common  unit;  it  is  an  expres- 
sion of  the  prices  in  terms  of  a  common  denominator  which  can  be 
applied  to  any  article.  In  other  words,  you  get  your  percentage  of 
increase  or  decrease  for  all  of  the  articles,  and  then  in  order  to  get. 
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the  general  average  you  can  add  up  those  percentages  and  divide 
it  by  the  number  of  su^ticles,  doing  that  for  each  year  or  each  period 
chosen.  You  are  able  in  that  way  to  reduce  poiinds  to  tons  and 
reduce  other  things  to  a  common  basis,  or,  at  least,  the  prices  for 
them.  You  reduce  the  price  of  each  article  to  a  percentage  basis, 
which  becomes  the  unit  for  the  period  taken,  and  you  find  the  pet- 
centage  of  increase  or  decrease  for  each  year,  according  as  there  is 
a  rise  or  fall  in  prices.  Having  reduced  that  to  a  percentage  basis, 
you  can  throw  any  number  of  articles  together  and  divide  Sie  total 
by  the  number  of  articles. 

Mr.  Lyon.  In  getting  up  these  prices  of  conmiodities  are  the 
quantities  taken  into  consideration?  Just  as  an  illustration,  sup- 
pose silk  hats  should  go  up  100  per  cent  and  steel  rails  should  go 
up  2  per  cent.  What  would  be  the  average  rise  in  the  price  of  these 
two  conmiodities? 

Mr.  CoNANT.  Originally,  Prof.  Falkner,  in  preparing  the  Senate 
report  in  1891^  took  that  into  consideration.  He  deals  with  a  lai^ 
niunber  of  articles.  I  do  not  think  he  explained  the  effect  of  an  in- 
crease of  100  per  cent  in  silk  hats;  but  the  rise  of  1  article  out  of 
250  articles  in  an  unusual  time  would  not  very  much  affect  the  cor- 
rectness of  the  general  average*  Prof.  Falkner  took  what  was  c<mi- 
ceived  to  be  the  consumption  of  the  average  family  of  moderate 
means,  and  the  amount  of  each  article  which  they  would  consume, 

Juoting  the  values.  In  fact,  in  the  report  of  the  Department  of 
<abor  you  will  find  all  of  the  articles  set  forth.  As  I  say,  the  num- 
ber being  250,  it  was  found  by  computing  it  by  the  other  method, 
which  is  called  the  weighted  average,  which  is  giving  the  proper 
weight  and  the  importance  of  the  article  as  an  article  of  consump- 
tion, that  the  weighted  average  of  the  whole  does  not  differ  radi- 
cally from  the  general  average  where  the  number  of  articles  is  large. 
It  does  differ  radically  where  the  number  is  small.  With  the  two 
articles  cited,  silk  hats  and  steel,  you  would  have  radical  variations, 
due  to  the  rise  in  hats,  while  the  consumption  of  steel  was  relatively 
small. 

An  error  of  that  kind  was  made  in  some  of  the  early  English  pa- 
pers, because  beginning  just  before  the  Civil  War,  or  during  the 
Civil  War,  they  included  in  a  small  number  of  articles  four  or  five 
grades  of  cotton.  Cotton  went  to  very  high  prices,  owing  to  the  dlif- 
ferences  between  the  States  and  the  conflict  which  resulted,  and 
these  English  figures  showed  an  enormous  advance  in  three  or  f our 
grades  of  cotton.  As  to  the  situation  you  suggest,  these  latter  figures 
are  not  subject  to  large  variations 

Mr.  Lyon.  Then  there  is  no  answer  to  such  a  question  as  I  have 
asked  you  ?  If  silk  hats  go  up  100  per  cent  and  steel  rails  go  up  2 
per  cent  there  is  no  way  of  giving  the  average  increase  in  prices? 

Mr.  CoNANT.  Yes 

Mr.  Lyon.  I  mean  the  effect  upon  the  public  of  the  increase  in 
price  and  the  effect  upon  the  individual  oi  the  average  increase  in 
the  price  of  these  two  commodities. 

Mr.  Con  ANT.  I  do  not  know  that  I  quite  catch  your  questicm. 
You  say  there  is  no  means  of  determinmg  what  the  effect  upon 
him  is? 
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Mr.  Lyons.  What  the  burden  upon  the  man  is. 

Mr.  CoNANT.  The  additional  burden  in  that  case  would  depend 
upon  the  amount  of  steel  rails  and  the  amount  of  hats  he  uses.  That 
is  dividable. 

Mr.  Lyon.  Is  it? 

Mr.  CoNANT.  Yes.  The  figures  of  Prof.  Falkner— but  I  do  not 
know  that  he  included  these  articles.  He  included  all  articles  en- 
tering into  the  ordinary  man's  consumption.  I  do  not  know  whether 
he  differentiated  between  silk  hats  and  derby  hats. 

Mr.  Lyon.  How  about  steel  rails? 

Mr.  Conant.  I  do  not  know  whether  he  included  steel  rails  in  the 
consumption  of  the  average  family.  I  think  he  did  include  railway 
fares.  JBut  the  details  of  that  are  set  forth  in  the  report,  and  if 
you  desire  me  to  go  into  it  in  any  detail  I  would  like  to  look  at  the 
report  again. 

Mr.  Lyon.  I  understand  every  family  uses  steel  rails  in  the  ulti- 
mate sense,  just  as  well  as  it  uses  food.  I  am  seriously' trying  to  get 
at  what  it  means,  if  it  is  an  important  matter  in  the  settlement  of 
what  is  a  reasonable  rate. 

Mr.  Conant.  I  will  tell  vou  in  a  moment  all  of  the  articles  being 
used  by  the  Department  of  Labor  in  determining  these  averages.  I 
might  say  that  this  report  takes  the  general  average  and  does  not 
undertake  to  distinguish  between  the  general  and  the  weighted 
average,  because,  as  I  say,  Prof.  Falkner  worked  that  out  and  found 
that  the  ultimate  result  was  verjr  little  different. 

Mr.  Lyon.  That  is  not  the  weighted  average? 

Mr.  Conant.  It  is  not  the  weighted  average. 

Mr.  Lyon.  That  is  just  taking  the  price  of  a  lot  of  commodities, 
seeing  how  much  each  one  has  advanced,  adding  them  together,  and 
then  dividing  it  by  the  number  of  commodities  selected? 

Mr.  Conant.  That  is  true  of  the  figures  of  the  Department  of 
Commerce. 

Mr.  Brownbll.  Some  of  the  tables  given  are  of  weighted  average. 

Mr.  Conant.  I  do  not  believe  I  gave  that.  That  can  be  given, 
however,  if  it  will  add  to  the  value  of  the  report. 

Mr.  Browneix.  But  the  results  do  not  substantially  differ? 

Mr.  Conant.  No. 

Mr.  Lyon.  If  you  can  give  the  weighted  average,  I  would  like 
you  to  give  it.    Mr.  Brownell  states  that  it  is  easy  to  give. 

Mr.  BrowneUj.  I  beg  your  pardon.  I  asked  him  whether  the 
results  were  substantially  different. 

Mr.  Lyon.  If  the  results  are  substantially  the  same  it  can  be  easily 
ascertained. 

Mr.  Conant.  It  was  ascertained  for  only  the  period  of  a  vear  by 
Prof.  Falkner.  Whether  the  figures  have  been  computed  for  sub- 
sequent years  I  am  not  sure.  I  will  endeavor  to  ascertain  that  and 
submit  the  figures,  if  it  is  desired. 

Mr.  Lyon.  I  would  like  to  have  them,  if  they  can  be  submitted. 
I  would  like  to  have  the  weights  of  the  different  commodities  that 
go  into  the  consumption  of  the  average  family,  which  includes  every- 
thing, as  distinguished  from  simply  getting  the  difference  in  price, 
adding  those  differences  together  and  dividmg  the  simi  by  the  total 
number  of  commodities. 
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Mr.  Bkownell.  These  tabks  were  intended  to  show  the  relation 
of  changes  in  the  general  exchange  value  of  money? 

Mr.  Con  ANT.  Yes,  sir;  that  is  fdl. 

Mr.  Brownell.  Will  you  now  proceed  with  your  answer! 

Mr.  CoNANT.  As  I  understand  it  the  question  was  simply  whether 
this  table  was  correct  and  corresponded  to  the  figures  presented  in 
my  own  statement. 

Mr.  Brownell.  I  a^ed  you  to  state  the  salient  features  shown  by 
the  statement. 

Mr.  Conant.  This  table  shows  the  course  of  average  receipts  per 
ton  per  nule  and  per  pafisengw-mile,  reduced  to  a  percentage  buis. 
using  the  figures  of  1903  as  a  unit  It  shows  a  dechne  from  100  per 
eent — the  receipts  of  1903  being  taken  as  100  per  cent — in  per  ton- 
mile  receipts  to  1912  of  94.5  per  cent.  The  passenger-mile  receipt 
fell  to  97.8  per  cent.    That  was  in  monev. 

It  also  shows  the  index  number  of  wholesale  commodity  price 
movements.  Using  the  receipts  of  1903  as  a  starting  point,  it  shows 
that  prices  have  advanced  from  100  per  cent  in  1903  to  117.6  in  1912. 
That  is  shown  in  exactly  the  same  way  in  my  figures,  except  ihut 
they  take  a  different  year  as  a  starting  point. 

Mr.  Brownell.  It  is  a  comparison  of  1903,  with  intervening  years^ 
with  1912.  Then,  the  receipts  are  divided  by  the  index  nuim)ers  of 
eommodities  in  order  to  show  the  purchasing  poww  of  receipts  per 
ton-mile  in  each  year.  Taking  1903  as  a  basis,  it  duows  tnat  the 
freight  receipts  have  fallen  in  purchasing  power  to  80.3  per  cent  and 
the  passenger-mile  receipts  have  fallen  from  100  per  cent  to  88.1 
per  cent.  The  diagram  illustrates  that  in  a  graphic  form,  taking  100 
per  cent  as  a  basic  point  and  showing  the  rise  in  commodity  prices 
from  parity  up  to  117.6  per  cent,  and  the  fall  in  the  purchasing 
power  of  money  received  per  ton-mile  and  per  passenger-mile  down 
to  approximately  80  per  cent,  or  80.3  per  cent 

Mr.  Brandeis.  You  spoke  of  a  fluctuation  in  commodity  values 
and  instanced  as  an  illustrati^i  wheat.  Can  you  give  us  the  prices 
of  wheat  in  Chicago  in  1903,  1910,  and  1913,  say,  for  the  month  of 
December. 

Mr.  CoNAKT.  I  have  not  personally  undertaken  to  compute  these 
index  prices.  I  have  taken  them  from  the  officii  reports  of  the 
Department  of  Labor.  I  have  not  personally  g&oe  into  the  details, 
but  I  presume  I  can  give  you  their  figures  cm  the  prices  of  whea^ 

Mr.  Brandeis.  The  wholesale  prices  of  wheat? 

Mr.  Conant.  I  do  not  know  whetiier  they  separate  Chicago  in 
these  tables  from  other  points  or  not. 

We  have  here  the  wheat  prices  for  different  months  in  1912.  Th^ 
are  the  prices  for  bushels  of  60  pounds  in  Chicago  on  Tuesday  of 
eadi  week,  quotations  furnished  by  the  secreta(ry  of  the  Chicago 
Board  of  Trade. 

Mr.  Brandeis.  We  have  here  a  morning  paper  which  gives  the 
price  of  December  wheat  in  Chicago  at  88}.  Can  you  give  us  tiiat 
for  1910  and  1903? 

Mr.  Conant.  I  do  not  think  they  have  it  here.  It  can  be  ascer- 
tained from  previous  reports. 

Of  course  an  article  like  wheat  is  subject  to  wider  fluctuations  in 
some  respects  than  some  other  classes  or  articles,  like  mamif  actored 
articles,  because  of  the  variations  in  supply.  ^  ^ 
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Mr.  Brandeis.  Do  you  consider  there  is  any  tendency  toward  a 
reduction  in  prices  at  present,  as  compared  with  what  prevailed  until 
recently? 

Mr.  CoNANT.  There  has  been,  I  think,  in  some  articles  a  slight 
arrest  of  the  increase,  I  should  say,  rather  than  a  reduction. 

Mr.  B11A.NDBI8.  A  statement  was  made  to  me  very  recently  and 
perhaps  your  investigations  will  enable  you  to  testify  on  the  point. 
It  was  stated  to  me  very  recently  by  the  president  of  a  company 
which  has  occasion  to  purchase  coal  cars  in  fairly  large  quantities 
that  he  was  offered  the  cars  at  20  per  cent  less  than  ne  had  been 
offered  a  few  months  ago,  and  in  the  interval  there  had  been  a  con- 
tinuing reduction  in  the  price  at  wiiich  they  were  offered.  That  indi- 
cates a  20  per  cent  decrease  in  the  offering  price,  so  far  as  that  article 
was  concerned. 

Mr.  CoNANT.  I  am  not  here,  of  course,  to  give  expert  testimony 
regarding  railway  equipment  and  that  sort  of  thing.  I  should  say 
that  the  fact  that  the  car  companies  were  compelled  to  reduce  their 
prices  in  that  manner  was  a  verification  of  everything  which  I  have 
contended — that  the  purchasing  power  of  the  railways  has  been 
greatly  impaired. 

Mr.  Brandeis.  Would  it  not  perhaps  indicate  that  the  purchasing 
power  of  money  was  increasing? 

Mr.  CoNANT.  No.  I  should  say  specifically  but  not  ffenerally ;  not 
unless  the  standard  of  expense  fell  in  a  great  variety  of  other  articles 
which  the  railways  do  not  use. 

Mr.  Brandeis.  But  they  do  use  that  article,  and  if  it  is.  a  fact 
that  they  could  get  that  article  for  80  per  cent  of  what  they  could 
have  gotten  it  a  year  ago  or  six  months  ago,  it  would  be  an  important 
fact  in  this  connection. 

Mr.  CoNANT.  It  would,  if  they  had  the  money;  yes. 

Mr.  Thorne.  Have  you  made  any  investigation  of  the  range  of 
prices  in  railway  supplies  at  all  ? 

Mr.  CoNANT.  No ;  I  have  not  undertaken  to  go  into  that.  I  have 
left  that  for  the  rispresentatives  of  the  railways  to  deal  with. 

Mr.  Butler.  With  reference  to  this  diagram  in  Exhibit  No.  3. 
Take,  for  instance,  the  year  1912  and  tell  me  whether  the  80  per 
cent  there  shown,  in  the  red  line,  between  80  and  85  per  cent,  is  the 
percentage  of  1912  receipts  which  are  shown  to  be  between  115  or 
120  per  cent  on  the  percentage  of  100  normal  ? 

Mr.  CoNANT.  I  understand  that  to  be  the  result  of  dividing  the 
fall  in  the  money  value  of  the  receipts  per  ton  per  mile  by  com- 
modity prices.  In  other  words,  if  the  receipts  per  ton  per  mile  in 
money  have  remained  at  100,  that  figure  would  be  a  shadow  higher. 
But,  you  see,  the  money  receipts  fell*  5^  per  cent,  and  that  is  taken 
into  account. 

Mr.  Butler.  The  red  line  showing  percentage  of  80  to  85  per 
cent  is  applicable  to  the  140  per  cent  receipts,  but  not  to  the  100 
percent? 

Mr.  Brownbll.  The  lines  show  in  graphic  form  simply  what  is 

shown  in  the  figures  in  the  statement  in  the  upper  part  of  the  table. 

'  Mr.   Con  ANT.  Yes;  the   diagram   shows  approximately   120,   or 

really  117.6  per  cent  as  the  rise  in  commodity  prices.     That  has 

nothing  to  do  with  the  freight  receipts. 
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Mr.  Brownell.  They  correspond  to  the  figures  given  in  the  upper 
part  of  the  table,  do  they  not? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  The  diagram  is  simply  a  graphic  expression  of 
them? 

Mr.  CoNANT.  Yes. 

Mr.  Butler.  I  do  not  understand  it.  Do  these  figures  show  that 
the  receipts  of  1912  were  120  per  cent  or  what  they  were 

Mr.  CoNANT.  There  is  no  such  contention  anywhere.  There  is 
no  contention  here  that  the  receipts  were  120  per  cent. 

Mr.  Butler.  Or  117.6  per  cent. 

Mr.  CoNANT.  No;  those  were  the  prices  of  wholesale  commodi- 
ties ;  they  were  not  the  receipts  of  railways. 

Mr.  Butler.  The  average  receipts  per  ton  per  mile. 

Mr.  CoNANT.  There  is  no  120  per  cent  in  receipts  per  ton  per  mile. 
It  drops  from  100  down  to  94.5.  That  117  is  tne  mdex  number  of 
wholesale  commodity  price  movements. 

Mr.  Brownell.  Tne  average  receipts  per  ton  per  mile  for  1903  are 
assumed  to  be  100  per  cent? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  In  1912  the  average  freight  receipts  per  ton-mile 
had  fallen,  in  money,  to  94.5  per  cent,  as  compared  with  par  in  1903? 

Mr.  CoNANT.  That  is  correct. 

Mr.  Brownell.  While  during  this  period  the  general  average  of 
wholesale  prices  of  commodities,  taken  as  at  par  in  1903,  had  risen 
to  117  per  cent  for  1912? 

Mr.  CoNANT.  That  is  correct. 

Mr.  Brownell.  So  that  the  94.5  cents  or  per  cent  received  from 
per  ton-mile  transportation  of  freight  in  1912,  if  expressed  in  terms 
of  commodity  prices  of  average  commodities,  would  be  about  80.3 
cents  or  per  cent. 

Mr.  CoNANT.  That  is  a  correct  statement  of  the  proposition. 

Mr.  CowLES.  It  strikes  me,  from  your  statement,  that  you  think  the 
right  thing  for  the  railroads  to  do  would  be  to  increase  their  freight 
rates  about  20  per  cent  and  their  passenger  rates  about  17  per  cent 
That  is  correct,  is  it  not? 

Mr.  CoNANT.  I  am  not  arguing  that  point. 

Mr.  CowLEs.  Is  not  that  the  natural  inference? 

Mr.  CoNANT.  To  restore  the  conditions  of  1896;  yes.  I  am  not 
here  to  argue  whether  or  not  those  conditions  should  be  restored. 

Mr.  CowLES.  From  your  figures  is  it  not  a  fact  that  your  proposed 
5  per  cent  increase  in  rates  will  fall  far  short  of  what  you  consider 
to  be  the  needs  of  the  railways? 

Mr.  CoNANT.  I  do  not  feel  that  I  am  here  to  argue  that  It  would 
fall  far  short  of  restoring  the  conditions  of  1896.  Whether  it  would 
fall  far  short  of  the  needs  of  the  railways  is  a  question  for  the  rail- 
ways to  answer.  I  am  here  to  speak  only  of  the  general  aspect  of  the 
rise  of  prices. 

Mr.  Lyon.  Will  this  witness  explain  what  he  means  by  restoring 
the  conditions  of  1896? 

Mr.  CoNANT.  Simply  in  respect  to  the  purchasing  capacity  of  the 
railway  earnings.    I  am  not  speaking  of  any  other  conditions. 

Mr.  Brownell.  To  restore  the  same  basis  of  compensation  whidi 
existed  before  there  was  a  diminished  purchasing  power   in   thf 
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Mr.  CoNANT.  Yes. 

Mr.  Brownell.  AssumiBg  that  the  rates  remained  the  same? 

Mr.  CoNANT.  Yes. 

Mr.  James.  You  are  speaking  now  in  ton-miles? 

Mr.  CoNANT.  Yes. 

Mr.  Lyon.  It  is  your  idea,  when  speaking  of  restoring  the  condi- 
tions, that  the  reduction  in  the  rate  per  ton-mile  in  1890  to  1912,  is  it 
your  idea  that  by  that  fact  alone  the  returns  to  the  carriers  have 
decreased? 

Mr.  CoNANT.  No.  The  returns  to  the  carriers  have  decreased  by 
reason  of  the  larger  disbursements  they  have  to  make,  and  by  reason 
of  the  higher  range  of  wages  and  all  that  sort  of  thing.  The  restora- 
tion of  the  receipts  per  ton  per  mile  in  money  would  far  from  coun- 
teract the  effect  of  the  decrease  in  the  purchasmg  power  of  the  money. 

Mr.  Lyon.  I  imderstand  that,  but  it  is  because  tne  rate  per  ton-mile 
in  1912  is  a  certain  sum  less  than  it  was  in  1896  that  you  have  built 
up  this  Exhibit  3,  and  the  implication  is  that  these  ultimate  figures — 
these  red  lines,  if  I  understand  them — express  the  disadvantage  to 
which  the  carrier  has  been  subjected  by  the  decrease  in  the  rate  per 
ton-mile? 

Mr.  CoNANT.  That  is  not 

Mr.  Lyon.  If  it  does  not  mean  that  what  does  it  mean? 

Mr.  OoNANT.  It  means  that  the  purchasing  power  of  the  money 
has  decreased ;  not  that  the  mere  money  receipts  have  decreased.  The 
mere  money  receipts,  according  to  these  figures,  have  decreased  only 
5i  per  cent.  The  whole  purpose  of  my  original  statement  was  to 
show  that  the  purchasingpower  of  the  money  has  decreased. 

Mr.  Lyon.  Then  your  Exhibit  No.  3  is  not  offered  here  to  indicate 
that  the  carriers  have  suffered  any  injury  by  this  decrease  in  the  rate 
per  ton-mile? 

Mr.  CoNANT.  They  have  suffered  an  injury  to  the  extent  of  5^  per 
cenL  on  the  face  of  tiie  figures. 

Mr.  Lyon.  Is  your  Emibit  3  intended  to  express  the  fact  to  this 
commission  and  to  the  public  that  because  the  rate  per  ton-mile  has 
decreased  between  1896  and  1912  that  therefore  the  railroads  have 
suffered  injury,  and  have  lost  money,  as  indicated  by  that  table? 

Mr.  CoNANT.  No.  You  seem  to  regularly  omit  the  effect  of  the 
decreased  purchasing  power  of  the  money.  That  was  the  object  of 
my  statement— — 

Mr.  Lyon.  I  wanted  to  make  clear  the  purpose  for  which  you 
offer  it.  Do  you  offer  that  on  behalf  of  these  railroads  for  the  pur- 
pose of  impressing  this  commission  with  the  idea  that  because  the  rate 
per  ton-mile  has  decreased  from  1896  to  1912,  that  therefore  the 
railroads  have  suffered  a  disadvantage? 
.  Mr.  CoNANT.  Yes. 

Mr.  Lyon.  If  it  is  a  fact  that  between  1896  and  1907  the  railroads 
showed  a  substantial  improvement  in  their  financial  situation,  and 
at  the  same  time  the  prices  of  commodities  have  increased  as  indi- 
cated by  your  statement,  what  would  that  indicate  to  you,  from  the 
result  of  railroading? 

Mr.  CoNANT.  I  am  not  here  to  answer  questions  about  railroad 
management,  and  I  do  not  think  I  should  be  asked  to  answer  such 
questions.  I  am  here  simply  to  talk  on  the  general  economic  aspect 
of  the  rise  in  prices. 

Digitized  by  VjOOQ IC 


720  FIVE  PEE  CENT  CASES. 

Mr.  Lyon.  I  will  put  the  question  in  this  way:  If  what  I  have 
stated  is  a  fact,  what  would  be  your  opinion  as  to  whether  what  you 
have  stated,  as  to  the  effect  of  the  increase  of  prices  of  commodities, 
has  had  the  effect  upon  the  railroads  of  decreasing  their  returns! 

Mr.  CoNANT.  I  do  not  Quite  understand  that  question. 

Mr.  Lton.  I  understooa  you  to  say  that  the  prices  of  conunodities 
have  advanced  on  the  average  from  1896  to  19G8,  and  from  that  I 
thought  that  the  purpose  of  your  testimony  and  the  purpose  of  this 
statement  was  to  show  that  the  railroads  had  suffered  some  disad- 
vantage and  tliat  they  ought  to  have  higher  rates.  Isn't  that  the 
purpose  of  your  testimony?  . 

Air.  CoNANT.  That  would  be  the  natural  inference ;  yes. 

Mr.  Lton.  If  the  records  show  that  during  that  period  of  time 
the  railroads  were  hi^ily  profitable  and  that  their  profits  increased 
largely  from  1896  to  1907  or  1908,  would  that  affect  your  theory! 

Mr.  CoKANT.  I  think  not-,  because  my  theory  deals  wiUi  present 
conditions.  As  to  the  history  of  the  railroad  and  what  reasoos 
they  may  have  had,  or  what  reasons  may  have  caused  the  increase 
in  net  earnings  in  1907,  is  a  aue^ion  that  I  do  not  feel  competent  to 
answer,  and  I  do  not  think  that  line  of  questioning  should  be 
followed. 

Mr.  Lton.  Then  the  commission  can  not  draw  any  inferences 
from  the  statements  you  have  made  or  the  figures  that  you  have 
given  to  the  effect  that  the  railroads  have  suffered  injury  by  reason 
of  this  average  increase  in  the  price  of  ccmmiodities. 

Mr.  Bbownell.  Is  that  a  statement  or  a  question? 

Mr.  Lton.  I  do  not  know. 

Commissioner  Harlan.  Then  please  ask  the  question. 

Mr.  Lton.  I  asked  if  the  conmiission  could  draw  any  inferences 
from  his  statement  that  the  carriers  had  suffered  any  injury  hy  IJm 
increase  in  the  price  of  commodities? 

Mr.  CoNANT.  I  can  not  say  as  to  what  inferences  the  commission 
could  or  should  draw.  In  my  opinion  I  have  shown  a  general  in- 
crease in  the  price  of  commodities  which  would  affect  the  rail- 
roads adversely.  If  it  is  the  purpose  to  show  that  special  circum- 
stances have  prevented  the  railroads  from  being  affected  adversely* 
I  do  not  pretend  to  argue  that  point,  except  so  far  as  my  eyes,  rest- 
ing upon  these  figures,  see  that  the  net  earnings  and  purchasing 
power  of  their  receipts  have  been  very  greatly  impaired. 

Mr.  Lton.  Do  you  understand  that  that  is  the  fact,  that  between 
1896  and  1907  the  figures  before  your  eyes  show  that  their  net 
earnings  have  been  impaired? 

Mr.  CoNANT.  They  show  that  the  net  purchasing  power  of  their 
average  receipts  has  been  impaired.  As  to  their  balance  she^s«  I 
have  not  investigated  those,  and  do  not  propose  to  discuss  them. 

Mr.  Lton.  By  net  earnings  you  mean  the  rate  per  ton-mile? 

Mr.  CoNANT.  Yes;  I  mean  the  rate  per  ton-mile;  and  they  ^ow  a 
decline  not  merely  in  money  but  in  purchasing  powers. 

Mr.  Brownell.  Of  every  dollar  of  receipts? 

Mr.  Con  ANT.  Yes. 

Mr.  Lton.  You  have  not  examined  the  question  as  to  the  actual 
return  to  the  carriers,  but  base  your  statement  upon  the  rate  per  ton- 
mile  exclusively? 
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Mr.  CoNANT.  Very  largely,  but  not  exclusively.  I  am  aware  from 
the  statements  submitted  here  and  from  other  sources  that  their  re- 
ceipts have  been  very  much  impaired,  but  I  have  not  undertaken, 
as  a  railroad  accoimtant,  to  analyze  what  they  were  in  1907  and  prior 
years. 

Mr.  Lyon.  In  1910  the  New  York  Central  and  the  Baltimore  & 
Ohio  Bailroad  submitted  a  statement  to  this  commission  which 
showed  that  the  prices  of  material  which  they  use  on  the  railroad 
had  substantially  decreased  as  compared  with  1907  and  compared 
with  the  average  of  10  years  previous.  Would  that  indicate  to  you 
that  those  railroads  were  not  subject  to  this  general  increase  in  the 
price  of  commodities? 

Mr.  BuTTERFiELD.  We  challenge  that  statement  of  fact,  if  your 
honor  pleases,  and  we  ask  that  the  record  be  submitted  to  Mr.  CSonant 
before  ne  should  be  called  upon  to  answer  the  question. 

Commissioner  Haklan.  The  question  seems  to  be  proper.  That  is 
subject  to  verification. 

Mr.  Lyon.  That  statement  was  filed  by  those  railroads  in  1910. 
That  is  in  my  brief. 

Commissioner  Harlan.  State  your  question  again,  Mr.  Lyon. 

Mr.  Lyon.  If  it  is  a  fact  that  the  price  of  commodities  used  by 
the  railroads  decreased  in  1910,  as  compared  with  the  average  price 
for  the  10  years  previous,  does  that  indicate  to  your  mind  Siat  the 
average  increase  m  the  wholesale  price  of  commodities,  as  gotten  out 
by  the  Government,  in  this  report  to  which  you  have  referred,  does 
not  affect  the  railroads? 

Mr.  CoNANT.  If  it  applied  to  all  commodities  it  would  not  affect 
them.    Of  course  you  are  leaving  out  the  question  of  wages. 

Mr.  Lyon.  I  am  speaking  now  of  the  cost  of  materials. 

Mr.  CoNANT.  You  are  hmiting  it  to  the  cost  of  materials.  It  is 
a  hypothetical  (question  and  my  answer  must  necessarily  be  that  if 
they  are  obtaining  goods  cheaper  they  are  obtaining  them  cheaper. 

Mr.  Brownell.  You  have  considered  the  decline  in  the  gen.eral 
purchasing  power  of  the  receipts  of  the  railroads,  have  you  not? 

Mr.  CoNANT.  Yes. 

Mr.  BROWNELii.  That  decline  in  the  receipts  of  any  one  dollar 
would  be  the  same  as  the  decline  in  the  receipts  of  another  dollar, 
would  it  not? 

Mr.  CoNANT.  Yes;  that  is  correct. 

Mr.  Brownell.  It  is  simply  a  decline  in  the  purchasing  power  of 
money? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  A  decline  in  the  purchasing  power  of  the  re- 
ceipts of  the  railroad  company,  includmg  the  portions  of  their  reve- 
nues which  are  devoted  to  the  payment  of  interest  charges  and  also 
to  wages? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  And  that  which  is  used  for  their  margin  of  safety, 
surplus,  and  for  the  repayment  of  capital  as  distinguished  from 
interest?    I  mean  dividencfc. 

Mr.  Con  ANT.  Yes;  it  is  applied  to  all  of  those  piin>oses. 
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Mr.  Brownell.  In  your  opinion  the  general  purchasing  power  or 
exchange  value  of  all  of  this  money,  used  for  whatever  purpose  it 
may  be  used,  the  general  value  of  it  in  exchange  has  depreciated^ 
as  you  have  stated  ? 

Mr.  Con  ANT.  Yes;  there  is  no  question  about  that. 

Mr.  Brownell.  With  respect  to  the  question  of  material  cost,  that 
cost  is  dependent  not  only  upon  the  price  of  the  unit  of  material,  bnt 
upon  the  quantity  and  quality  required  to  be  used  for  a  given  pur- 
pose, is  it  not? 

Mr.  Con  ANT.  Yes,  sir;  I  should  say  so. 

Mr.  Brownell.  So  that  the  material  cost  may  increase,  or  possibly 
may  decrease,  although  the  unit  price  may  take  a  different  trend  ! 

Mr.  CoNANT.  You  mean  that  better  materials  may  be  used? 

Mr.  Brownell.  Better  materials,  or  a  greater  quantity  required  to 
be  applied  to  certain  purposes,  such  as  the  movement  of  a  unit  of 
traffic. 

Mr.  Con  ANT.  Yes;  that  is  possible. 

Mr.  Lyon.  You  are  not  comparing  one  year  with  another  year  as 
to  the  same  kinds  of  lumber,  but  the  latter  year  as  to  a  better  kind 
of  lumber.    Is  that  what  I  understand  to  be  asked  by  Mr.  Brownell? 

Mr.  Brownell.  I  did  not  ask  him  that. 

Mr.  CoNANT.  I  did  not  make  any  comparisons  myself. 

Mr.  Lyon.  No  ;  you  were  simply  saying  yes  or  no  to  Mr.  Brownell's 
questions. 

Mr.  CoNANT.  You  must  ask  Mr.  Brownell. 

Mr.  Lyon.  I  think  it  is  an  important  fact.  Mr.  Brownell  asked 
you  if  the  kinds  of  material  had  not  improved  in  character. 

Mr.  Brownell.  I  dislike  to  sit  here  and  listen  to  misstatements 
of  questions  and  answers.    Of  course,  it  is  unintentional. 

Commissioner  Harlan.  The  suggestion  seems  to  involve  the  possi- 
bility that  different  classes  of  material  might  be  used — ^more  ex- 
pensive material,  better  material,  or  a  different  quantity. 

Mr.  Lyon.  Or  different  classes  of  material. 

Mr.  Brownell.  Mr.  Conant  has  not  undertaken  to  enter  into  the 
question  of  the  cost  of  material  or  the  prices.  He  is  simply  testify- 
ing as  to  the  decrease  in  the  general  purchasing  power  of  money 
receipts. 

Commissioner  Harlan.  It  is  within  the  scope  of  proper  cross- 
examination  for  counsel  to  ascertain  just  what  thought  was  in  t^e 
witness's  mind.     You  may  proceed  with  your  question,  Mr.  Lyon. 

Mr.  Lyon.  In  the  comparison  of  prices,  to  which  you  have  made 
reference  in  the  report  and  upon  which  your  statements  are  based, 
do  you  understand  that  those  prices  refer  to  material  of  the  same 
character  in  one  year  compared  with  materials  of  a  different  char- 
acter in  another  year? 

Mr.  Conant.  So  far  as  the  figures  in  this  report  are  concerned, 
I  imderstand  that  they  refer  as  far  as  practicaole  to  materials  of 
the  same  character.  I  am  not  considering  the  question  of  whether 
the  railways  purchased  materials  of  better  or  worse  character. 
That  is  not  involved  in  my  original  statement  or  in  the  report  of 
the  Government. 

Mr.  Lyon.  That  is  the  way  I  understood  your  testimony.  I  un- 
derstood Mr.  Brownell  to  say  that  it  was  material  of  different 
character. 
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Mr.  Bbownell.  No  such  statement  was  made,  sir. 

Mr.  Brandeis.  Nor  do  you  propose  in  your  answer  to  assume 
anything  as  to  whether  or  not  the  particular  materials  bought  by 
the  railroad  companies  are  more  expensive  or  less  expensive  than 
they  formerly  were? 

Mr.  CoNANT.  No.  So  far  as  specific  materials  are  concerned,  I 
have  not  undertaken  to  express  myself. 

Mr.  Thorke.  In  your  printed  statement  on  .page  34  we  find  this 
broad  generalization  of  the  results  of  previous  years:  ^^The  prices 
of  outstanding  securities  fall,  making  them  unsalable  in  the  hands 
of  their  holders  except  at  a  loss,"  etc.  Do  you  refer  there  to  botii 
stocks  and  bonds  when  you  use  the  phrase  ^securities"? 

Mr.  CoNANT.  So  far  as  the  increase  in  the  demand  for  capital  is 
concerned,  it  is  possible  that  outstanding  stocks  would  be  governed 
by  the  return.  In  so  far  as  the  return  is  variable  and  can  be  ad- 
vanced to  meet  the  depreciation  in  the  value  of  money,  the  prices 
would  not  fall  so  mucn,  perhaps,  as  on  bonds.  The.  return  oeing 
fixed  on  bonds,  they  are  most  definitely  subject  to  the  law.  The 
stocks  would  not  suffer  if  they  were  stocks  of  prosperous  corpora- 
tions that  could  increase  the  dividends. 

Mr.  Thorke.  As  a  matter  of  fact,  if  railway  stocks  have  not  been 
increased  by  a  given  company — ^that  is,  the  total  stocks  outstanding 
have  not  been  increased  by  a  given  company — and  they  have  in  the 
meantime  increased  their  density  of  traffic  to  such  an  extent  that 
tiiey  can  increase  the  return  on  the  stocks,  this  law  does  not  apply 
at  all  on  those  railway  stocks;  but  the  contrary  might  be  true, 
namely,  that  they  would  become  more  valuable  in  the  hands  of  the 
owners? 

Mr.  CoNANT.  If  the  railways'  earnings  were  such  as  to  permit 
them  to  pay  increased  dividends  on  their  stock  that  would  be  true. 

Mr.  Thorne.  You  have  made  no  investigation  as  to  the  range  of 
railway-stock  prices  from  the  year  1896  to  1912? 

Mr.  CoNANT.  In  a  general  way,  but  not  such  as  would  permit  of 
me  answering  a  defibnite  question.  I  know,  of  course,  that  they  rose 
to  a  very  marked  degree  during  what  might  be  called  the  ^l>oom " 
periods,  but  that  they  have  falTen  off  a  great  deal  lately.  I  think 
other  witnesses  are  prepared  to  give  greater  detail  in  regard  to  that 
question. 

Commissioner  Harlan.  I  had  a  question  of  doubt  like  that  ex- 
pressed by  Mr.  Thome,  as  to  what  you  meant  on  page  37  of  your 
printed  statement,  where  you  say  that  the  aggregate  of  national 
negotiable  securities  depreciated  during  the  year  1912  alone  by  a 
sum  of  1,806,000,000  francs,  or  8.12  per  cent.  Are  those  securities 
bonds  or  stocks? 

Mr.  CoNANT.  That  included  both. 

Commissioner  Harlan.  In  case  that  included  stocks,  would  that 
necessarily  be  instructive  on  this  question  of  the  fall  in  the  price  of 
money? 

*Mr.  CoNANT.  If  that  induded  stocks,  yes;  because  I  think  it  is 
fair  to  assume  that  the  average  stock  has  not  greatly  increased  its 
earning  power.  In  cases  where  the  stock  had  mcreased  its  earning 
power  and  was  able  to  pay  its  stockholders  enough  to^  offset  the 
decrease  in  the  purchasing  power  of  money,  they  would  sell  at 
higher  prices  rattier  than  lower  prices;  but  the  genenJ/^wige  J 
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think  you  will  find  in  all  of  these  securities  practically,  with  here 
and  there  an  exception,  has  shown  a  tendency  to  decline  because 
of  the  demand  for  capital. 

Commissioner  Harlan.  But  your  figures  are  confined  on  that 
point  to  one  year.  As  other  factors  enter  into  the  price  of  stock, 
that  would  not  necessarilj_have  any  relation  whatever  to  the  value 
of  money. 

Mr.  CoNANT.  Yes;  that  is  possible.  Here  we  have  85  per  cent 
of  the  securities  listed  on  the  I^aris  Bourse  covered  in  that  table. 

Mr.  James.  Will  you  kindly  turn  to  pages  22,  28.  and  24  of  your 
statement?  I  want  to  take  up  the  heading  "Purcnasing  power  of 
freight  earnings." 

In  treating  of  the  subject  of  the  purchasing  power  of  freight 
earnings  you  have  taken  but  one  unit,  the  unit  of  ton-miles? 

Mr.  CoNANT.  That  is  all.  This  other  table  shows  the  passengw- 
miles. 

Mr.  James.  In  selecting  that  unit  what  was  the'  source  from 
which  you  drew  it?  What  did  you  have  access  to  in  selecting  that 
unit? 

Mr.  Conant;  For  the  recent  years  to  the  report  of  the  statistician 
of  the  Interstate  Commerce  (Jommisi^on  and  for  years  prior  tiie 
figures  were  obtained  from  Poor's  Manual. 

Mr.  James.  In  selecting  that  unit  did  you  have  access  to  the 
printed  reports  made  by  the  president  and  board  of  directors  of  ih» 
railroads  to  their  stockholaers?  Did  you  hav^  access  to  those 
reports? 

Mr.  Conant.  Do  you  mean  did  I  go  beyond  the  reports  of  the 
statistician  of  the  Interstate  Commerce  Commission? 

Mr.  James.  Did  you  have  access  to  the  reports  made  by  the  board 
of  directors  and  president  to  the  stockholders? 

Mr.  Conant.  No;  I  took  only  the  figures  given  by  the  statistician 
of  the  Interstate  Commerce  Ccwnmission. 

Mr.  James.  In  selecting  this  imit  you  have  taken  gross  retams 
of  freight  earnings  as  your  factor  and  not  the  net  returns? 

Mr.  Conant.  I  believe  that  is  true. 

Mr.  James.  In  examining  these  statistical  reports  made^  by  the 
commission  and  in  examining  Poor's  Manual,  did  you  consider  the 
fact  of  the  loaded  car-mile  earnings  or  the  loaded  train-mile  earn- 
inffs  at  all  ? 

Mr.  Conant.  No  ;  I  do  not  think  I  did.  I  thought  the  figure  was 
representative  for  the  periods  that  were  chosen. 

Mr.  James.  Did  you  consider  what  elements  Altered  into  the 
fixing  of  the  units  of  ton-mile  earnings  that  you  selected,  or  what 
influenced  it  as  to  its  increase  or  decrease? 

Mr.  Conant.  Do  you  mean  as  to  whether  different  classes  of  fright 
would  alter  it? 

Mr.  James.  That  might  be  one  element. 

Mr.  Conant.  I  did  not  enter  into  an  accounting  examination  of 
it.  Of  course  I  realize  that  it  might  possibly  cause  slight  fluctua- 
tions, but  I  presume  that  on  the  whole  average  it  would  not, 

Mr.  James.  Did  you  give  anv^  thought  whatever  as  to  what  ele- 
ments would  enter  into  the  subject  of  loaded  freight-car  earning 
and  loaded  train-mile  earnings,  or  did  you  give  any  thought  at  lul 
to  car-mile  earnings  and  train-mile  earnin'ircrS 
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Mr.  CoNANT.  No.    I  took  this  as  a  representative  figure. 

Mr.  James.  What  you  have  done  here  is  to  find  out  what  com- 
modities you  could  convert  freight  ton-mile  earnings  into;  the  ex- 
cheangeability  or  relative  exchangeability  at  different  periods  of  time 
of  ton-mile  freight  earnings  into  s<Hne  other  commodities. 

Mr.  Con  ANT.  Do  you  mean  as  shown  by  the  index  numbers? 

Mr.  James.  Yes. 

Mr.  CoNANT.  Yes,  sir. 

Mr.  Jambs.  You  did  not  endeavor,  however,  to  use  the  unit  of  net 
ton-mile  freight  earnings,  but  you  used  the  gross  freight  ton-mile 
earnings;  that  is  true? 

Mr.  jPatterson.  What  is  meant  by  net  ton-mile  earnings? 

Mr.  James.  Just  a  moment,  please. 

Mr.  Con  ANT.  I  took  the  figures  as  given  by  the  Interstate  Com- 
merce Commission  of  the  average  receipts  per  ton-mile. 

Mr.  James.  And  those,  as  you  have  stated  before,  are  gross  fig- 
ures? 

Mr.  Patterson.  He  did  not  say  anvthing  about  tlial. 

Mr.  James.  I  asked  him  before  whether  he  said  they  were  gross 
figures,  and  he  said  that  they  were  gross.    Were  they  gross  or  not? 

Mr.  Con  ANT.  I  really  do  not  know ;  but  I  assume  they  are  gross. 

Mr.  James.  You  did  not  seek,  however,  to  find  the  convertibility 
of  loaded  freight-car  mileage  earnings  and  loaded  freight-train 
mileage  earnings  as  into  commodities,  as  per  your^  index-number 
system,  did  you? 

Mr.  CoNANT.  No;  I  took  this  as  representative. 

Mr.  James.  To  express  it  metaphorically,  as  expressed  by  the  rail- 
road men,  the  railroads  manufacture  loaded  car-miles  and  loaded 
train-miles. 

Mr.  CoNANT.  I  suppose  it  can  be  put  that  way. 

Mr.  James.  What  the  railroad  purchases  is  labor,  supplies,  and 
materials  for  the  purpose  of  manufacturing — using  the  expression 
metaphorically — ^loaded  car-miles  and  loaded  train-miles? 

Mr.  CoNANT.  It  does  those  things.  I  do  not  mean  to  say  that 
that  is  all  it  does. 

Mr.  Jambs.  The  test  as  to  what  a  carrier  can  do  with  its  loaded 
car-mile  earnings  and  train-mile  earnings  is  to  measure  by  the  mar- 
gin of  utility  ox  its  equipment? 

Mr.  CoNANT.  I  do  not  feel  capable  of  answering  those  purely  tech- 
nical questions. 

Mr.  James.  You  have  converted  one  into  the  other  in  these  tables. 
My  judgment  is  that  you  have  sought  to  convert  train-mile  earnings 
into  commodities 

Mr.  CoNANT.  Only  to  show  relations. 

Commissioner  Harlan.  Counsel  can  argue  that  point.  The  witness 
has  not  understood  it  that  way. 

Mr.  James.  I  do  not  wish  to  argue  the  matter.  I  am  laying  a  foun- 
dation for  further  cross-examination  at  a  future  time  and  want  to 
understand  some  of  the  factors  that  he  has  used.  Have  you  con- 
sidered as  a  factor  the  utility  of  equipment  in  determining 

Mr.  CoNANT  (interposing).  No;  1  have  not  taken  any  factors  but 
those  which  I  regarded  as  representative. 

Mr.  James.  Is  it  not  true  that  net  car-mile  earnings  and  net  train- 
mile  earnings  are  better  factors  and  truer  factors  and  a  better  index 
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than  gross  loaded  car-mile  earnings  and  loaded  freight  train-mile 
earning? 

Mr.  I^ATTERSON.  These  are  ton-mile 

Mr.  James.  I  am  going  into  car-mile  earnings. 

Commissioner  Hablan.  The  Question  seems  to  be  proper.  The 
reporter  will  repeat  the  question. 

(The  reporter  repeated  the  pending  Question.) 

Mr.  Con  ANT.  A  better  index  of  what* 

Mr.  James.  A  better  index  of  the  convertibility  of  earnings  of  the 
carrier  than  the  gross. 

Mr.  Con  ANT.  No ;  I  should  say  not.  As  I  understand  it,  in  deter- 
mining the  purchasing  power  of  the  receipts  we  wanted  to  arrive  at 
their  purchasing  ratio.  The  question  of  net  earnings  per  car  or  per 
mile,  I  should  say,  would  be  quite  irrelevant  to  this  proposition. 

Mr.  James,  x  our  proposition  as  you  really  have  depicted  it  here 
has  no  reference  whatever  to  these  mile  earnings.  It  is  simply  what 
a  dollar  will  buy. 

Mr.  CoNANT.  It  is,  practically,  what  a  dollar  of  receipts  will  buy. 

Mr.  James.  Is  not  a  true  factor  as  to  what  the  railroad  purchases 
what  it  can  exchange  for  something  else? 

Mr.  CoNANT.  Do  you  mean  its  net  income? 

Mr.  James.  Net  or  gross.    What  it  can  purchase 

Mr.  Con  ANT  (interposing).  That  would  be  an  extremely  variable 
rule  to  apply  as  a  test  of  the  increase  or  decrease  of  its  purchasing 
power  in  terms  of  money. 

Mr.  James.  Have  you  not  a  true  factor  which  you  have  sele<^,ed 
in  your  statements  on  pages  22  and  23,  your  heading  on  page  24,  and 
your  heading  on  page  25,  where  you  have  taken  as  your  factor  the 
convertibility  of  ton-mile  earnings  into  commodities  purchased,  as 
per  your  index? 

Mr.  Conant.  Into  the  commodities  purchased  in  the  general  mar- 
ket. It  is  not  intended  to  be  limited  to  commodities  purchased  by  the 
railroads. 

Mr.  James.  I  understand  that  is  in  the  general  market.  I  am 
asking  you  if  that  is  not  true.  Do  I  correctly  understand  thai 
exhibit— the  convertibility  of  gross  train-mile  freight  earnings  into 
commodities? 

Mr.  Conant.  Yes;  into  commodities  generally,  but  I  could  not 
say  that  showing  net  figures  would  afford  any  guide  at  all  to  iitt 
purchasing  power  of  money. 

Mr.  James.  I  wanted  to  get  your  idea  as  to  whether  it  was  gross 
or  net.  I  wanted  to  bring  out  with  clearness  what  you  are  dealing 
with.  You  have  not  made  any  tables  as  to  the  convertibility  ol 
gross  train-mile  earnings  into  commodities  or  gross  car-mile  earn- 
ings into  commodities,  have  you  ? 

Mr.  Conant.  No  ;  I  have  not. 

Mr.  Brownell.  The  purchasing  power  of  a  dollar  would  be  the 
same  whether  you  call  it  a  dollar  from  the  gross  earnings  or  a 
dollar  from  the  net  earnings,  would  it  not?  » 

Mr.  Conant.  Yes. 

Mr.  Brownell.  Every  dollar  is  the  same  at  a  given  time? 

Mr.  Conant.  Yes. 

Mr.  Brownell.  Is  it  a  fact  that  what  you  have  considered  here 
broadly  is  the  purchasing  power  at  different  times^-and  the  decline 
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in  the  purchasing  power  of  the  money  receipts  of  the  railroad 
company,  which  it  receives  from  the  application  of  its  rates? 

Mr.  Con  ANT.  Yes,  sir;  that  is  what  I  have  sought  to  show. 

Mr.  Brownell.  And  one  illustration  of  it  is  the  rate  per  ton  per 
mile? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  That  is  only  one  illustration,  is  it  not? 

Mr.  CoNANT.  Yes;  that  is  one  illustration. 

Mr.  Brownell.  But  the  imderlving  fact  is  the  purchasing  power 
of  the  money  received  by  the  railroads  for  transportation  services? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  That  is,  the  receipts  of  the  railroad  company 
are  the  result  of  the  application  of  rates,  and  that  is  the  only  way 
it  receives  its  money.    Is  not  that  so? 

Mr.  CoNANT.  Of  course  they  have  miscellaneous  receipts. 

Mr.  Brownell.  I  mean  so  far  as  transportation  is  concerned? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  These  rates  are  money  rates? 

Mr.  CoNANT.  Yes. 

Mr.  Brownell.  The  ag^effate  of  them  make  up  its  revenues  or 
receipts  from  transportation? 

Mr.  Con  ANT.  Yes;  with  the  miscellaneous  receipts. 

Mr.  Brownell.  And  you  have  considered  the  changes  in  the  pur- 
ehadng  power  from  time  to  time  of  the  dollar  imit  comprising  mese 
receipts? 

Mr.  CoNANT.  Yes;  that  is  all  I  have  aimed  to  do. 

Mr.  James.  Mr.  Conant,  on  pages  22,  23,  and  24  you  have  not 
taken  money  received  generally,  but  you  have  taken  money  received 
as  per  ton-mile,  which  is  the  unit  you  have  used  there? 

Mr.  CoNANT.  Yes. 

Mr.  James.  Let  me  ask  you  if  it  is  not  correct  for  me  to  say  this: 
Your  heading  should  read  not  "The  purchasing  power  of  freight 
earnings,''  but  "The  purchasing  power  of  gross  ton-mile  freight 
earnings."  Would  not  that  be  a  more  correct  title  considering  the 
subject  matter  which  follows  it? 

Mr.  Conant.  That  would  be  more  precise  perhaps. 

Mr.  Lton.  If  the  amount  of  money  has  doublea  in  a  given  time 
and  an  industry  has  doubled  in  the  same  time,  what  would  be  the 
effect  upon  the  value  of  a  dollar? 

Mr.  Conant.  Speaking  broadly  and  leaving  out  a  multitude  of 
side  issues,  you  might  say  that  the  value  of  the  dollar  would  remain 
substantially  the  same. 

Mr.  Lyon.  If  the  industry  has  multiplied  more  rapidly  than  the 
value  of  money,  then  what  happens  as  to  the  value  of  the  dollar? 

Mr.  Conant.  Then  the  value  of  the  dollar  would  increase. 

Mr.  Lyon.  It  would  increase? 

Mr.  Conant.  If  the  products  increased  more  rapidly  than  the  value 
of  money,  then  the  value  of  monev  would  increase  but  prices  would 
fall.    You  would  get  more  goods  tor  your  money. 

Mr.  Lyon.  That  is  what  I  thought. 

Mr.  CowLEs.  Do  you  deal  with  labor  as  a  commodity  in  your  fig- 
ares? 
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Mr.  CoNANT.  I  do  not  think  it  appears  in  the  figares  of  the  Bureaa 
of  Labor  now.  These  are  the  prices  of  commodities.  We  deal  with 
it,  of  course,  as  it  enters  into  the  production  of  these  commodities. 

Mr.  CowLES.  The  point  I  wanted  to  make  is  tiiis:  Is  it  not  a  fact 
that  the  dollar  paid  to  the  labor  to-day  brings  a  bigger  return  and 
gives  a  bigger  service  to  the  railways  than  it  did  10  years  ago? 

Mr.  CoNANT.  Possibly  a  little.  But  that  is  a  technical  question 
that  I  would  prefer  not  to  answer. 

Mr.  CowLEs.  Has  not  that  question  been  settled  within  the  last  few 
weeks  at  the  hearing  at  New  York? 

Mr.  Con  ANT.  I  have  no  knowledge  of  that,  and  could  not  answer 
that  question  affirmatively  or  negatively.  I  think  through  the  in- 
creased efficiency  of  machinery,  sneaking  of  industry  in  general,  the 
ability  of  labor  has  been  increasea  somewfiat,  but  not  necessarily  the 
value  of  a  dollar,  because  the  laborer  has  demanded  his  full  share 
of  the  increase. 

Mr.  CowiiEs.  You  get  more  out  of  his  labor,  do  you  not? 

Mr.  CoNANT.  Not  for  the  same  money,  probably. 

Mr.  CowLES.  For  that  reason  wages  are  increasing,  and  at  the 
recent  hearing  in  the  city  of  New  York 

Mr.  CoNANT.  I  can  not  testify  as  to  a  recent  hearing. 

Mr.  James.  You  do  not  claim  to  have  anv  personal  knowledge  as 
to  whether  the  increase  in  efficiency  has  not  been  in  proportion  to  the 
increase  in  wages? 

Mr.  Con  ANT.  You  mean  on  railwavs? 

Mr.  James.  Yes;  I  am  speaking  of  railways. 

Mr.  Con  ANT.  No;  I  would  not  pretend  to  speak  specifically  of  the 
railwavs,  and  you  would  not  care  for  any  expression  of  opinion  on 
any  other  brandi  of  the  subject. 

Mr.  Gabrison.  Have  you  considered  the  question  as  to  the  purchas- 
ing power  of  the  revenue  per  ton-mile  as  applied  to  the  particular 
commodities  which  the  railroads  purchase? 

Mr.  CoNANT.  No.  I  understand  that  will  be  taken  up  by  other 
witnesses.    I  have  not  considered  that. 

Mr.  Garrison.  In  this  Exhibit  No.  3,  under  the  heading  "  Index 
number  of  wholesale  coinmodity  price  movements,"  what  commodities 
have  you  taken  as  a  basis? 

Mr.  Conant.  All  of  those  mentioned  in  the  Bureau  of  Labor 
report.    There  are  250  of  them. 

Mr.  Garrison.  Out  of  those  250  commodities,  how  many  are  pur- 
diased  by  the  railroads? 

Mr.  CoNANT.  Quite  a  niunber — ^liunber,  building  materials,  ^c 

Mr.  Garrison.  Will  you  go  over  them  and  state  definitely  how 
many  are  purchased  by  the  railroads  and  how  manv  are  not? 

Mr.  CoNANT.  I  do  not  think  I  care  to  do  that,  because  there  are 
other  witnesses  who  will  testify  more  particularly  regarding  the  rail- 
ways.   At  random,  here  are  lumber,  instruments 

Commissioner  Harlan.  I  think  that  will  be  developed  lat«*,  and 
we  will  not  stop  for  that  now. 

Mr.  Con  ANT.  There  is  a  great  variety  of  articles,  and  a  great  many 
of  them  are  used  by  the  rauroads. 

Mr.  Garrison,  i  ou  have  not  prepared  any  tabulation  which  shows 
the  purchasing  power  of  the  revenue  per  ton-mile  as  applied  to- those 
particular  commodities  which  the  railroads  purchase! 

Digitized  by  VjOOQ IC 


FIVE  PBB  CENT  CASES.  729 

Mr.  CONANT.  No, 

Commissioner  Harlan.  You  have  stated  that  that  will  be  devel- 
oped later? 

Mr.  Ck)KANT.  I  so  understand. 

Commissioner  Harlan.  Are  there  any  further  questions  of  this 
witness? 

Mr.  James.  He  understands  that  he  is  subject  to  be  recalled? 

Commissioner  Harlan.  Yes.  We  will  take  a  recess  at  this  time 
until  2  o'clock. 

(Whereupon,  at  12.85  o'clock  p.  m.,  a  recess  was  tak^i  until  2 
o'clock  p.  m.,  Wednesday,  December  10, 1913.) 

AFTER  RECESS. 

Met  at  2  o'clock  p.  m.,  pursuant  to  the  taking  of  recess. 

Mr.  Thorne.  If  your  honor  please,  I  desire  to  make  a  short 
statement. 

I  am  authorized  to  enter  my  appearance  in  this  proceeding  for 
the  Bailroad  and  Public  Service  Commissions  of  the  following 
eL^ht  Western  States :  Iowa,  North  Dakota,  South  Dakota,  Nebraska, 
Kansas,  Oklahoma,  Arkansas,  and  Missouri.  The  Hon.  Henderson 
S.  Martin,  chairman  of  the  Public  Utilities  Commission  of  Kansas, 
was  selected  to  repres^it  this  group  of  Western  States  and  entered 
his  appearance,  together  with  Judge  Henderson,  at  the  last  hearing, 
but  his  appointment  as  Vice  Governor  General  of  the  Philippine 
Islands  by  President  Wilscm  has  caused  his  withdrawal  and  my 
selection. 

In  selecting  some  one  to  present  the  side  of  the  public  in  these 
States  these  commissions  have  gone  no  further  than  did  the  Inter- 
state Commerce  Commission  in  the  appointment  of  Mr.  Brandeis. 
We  do  not  confine  our  consideration  to  any  particular  jcommodities, 
but  to  the  horizontal  advance  on  all  freight  These  commissions  have 
not  prejudged  the  issues.  I  am  simply  here  to  help  Mr.  Brandeis 
and  the  others  in  trying  to  develop  fairly  and  thoroughly  the  inter- 
ests of  the  shippers  and  consumers  of  these  Western  States.  The 
lawsp  both  Federal  and  State,  place  this  duty  upon  these  State  com- 
missioners in  all  interstate  matters  affecting  them.  We  are  deeply 
concerned.  FuUv  90  per  cent  of  the  class  traffic  in  my  State  will  lie 
directly  affected  by  the  advances  proposed  in  this  case. 

Charles  P.  Crawford  was  called  as  a  witness  in  behalf  of  the  Erie 
Bailroad  Co.,  and,  being  first  duly  sworn,  testified  as  follows : 

'  Direct  examination : 
Mr.  Brownell.  Mr.  Crawford,  where  do  you  reside? 
Mr.  Crawford.  Upper  Montclair,  N.  J. 

Mr.  Brownell.  x  ou  are  the  comptroller  of  the  Erie  Railroad  Co. ! 
Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  And  also  of  the  other  railroad  companies  embraced 
in  what  is  generally  known  as  the  Erie  system? 
Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  How  long  have  you  occupied  that  position  ? 
Mr.  Crawford.  Since  February,  1910. 
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Mr.  Brownell.  Prior  to  that  time  how  long  were  you  connected 
with  the  Erie  Bailroad  Co.  and  its  associated  companies? 

Mr.  Crawford.  For  17  years  jjrior  to  that  time  I  was  in  the  ax^- 
•counting  department  of  the  Erie  Railroad  Co.  and  employed  in 
various  clerical  and  official  positions. 

Mr.  Brownell.  As  comptroller  you  are  the  chief  accounting  officer 
of  the  various  companies  you  represent? 

Mr.  Crawford.  Y  es,  sir. 

Mr.  Brownell.  During  all  the  time  you  have  mentioned  that  you 
have  been  connected  with  the  company  as  comptroller  and  in  oUier 
capacities  you  have  been  familiar  with  the  accounting  affairs  of  the 
'company  ? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  I  call  your  attention  to  the  so-called  11-year  state- 
ment, or  statements,  one  lowing  the  property  investment  and  income 
accounts  of  the  Erie  Bailroad  system  and  the  other  showing  total 
operating  revenue,  expenses,  and  taxes  of  the  Erie  Railroad  system. 
These  statements  were  introduced  in  evidence  at  the  last  hearing  in 
connection  with  the  others  in  classification  territory.  Will  you  state 
whether  these  statements  were  prepared  under  your  direction  and 
immediate  supervision? 

Mr.  Crawford.  They  were. 

Mr.  Brownell.  Do  they  show  the  matters  covered  by  them  cor- 
rectly, to  the  best  of  your  knowledge  and  belief? 

Mr.  Crawford.  They  do. 

Mr.  Brownell.  In  connection  with  these  statements,  did  you  cause 
to  be  prepared  an  analysis  showing  some  of  the  salient  features? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  This  analysis  was  not  introduced  at  the  last  hear- 
ing, and  I  therefore  ask  that  it  be  marked  in  evidence  as  ^  Crawford 
Exhibit  No.  .1.''  I  will  say  that  this  is  in  line  with  similar  analyses 
that  were  presented  on  behalf  of  the  other  roads  at  the  last  hearing. 

(The  statement  referred  to,  offered  in  evidence,  was  marked  "  Ex- 
hibit Crawford  No.  1,"  and  will  be  found  set  out  in  full  at  the  end 
of  this  hearing.) 

Mr.  Brownell.  Mr.  Crawford,  have  you  reduced  to  writing  a 
statement  of  what  you  regard  as  the  more  salient  features  comprised 
in  the  so-called  11-year  statement? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  And  you  have  a  copy  of  the  same? 

Mr.  Craavford.  I  have. 

Mr.  Brownell.  Are  the  statements  contained  in  it  correct,  to  the 
best  of  your  knowledge  and  belief? 

Mr.  Crawford.  They  are. 

Mr.  Brownell.  I  will  offer  that  statement  in  evidence,  and  ask 
that  it  be  marked  as  "  Crawford  Exhibit  No.  2.^] 

(The  statement  referred  to,  offered  in  evidence,  was  marked 
**  Crawford  Exhibit  No.  2,"  and  will  be  found  set  out  in  full  at  the 
end  of  this  hearing. ) 

Mr.  Brownell.  JProceed  with  your  statement,  Mr.  Crawford. 

Mr.  Crawford.  These  statements  for  Erie  Railroad  system  covw 
all  railroad  companies  whose  properties  are  operated  by  Erie  Bail- 
road Co.:  Chicago  &  Erie  Railroad  Co.;  New  York,  Susquehanna 
&  Western  Railroad  Co. ; .  Wilkes-Barre  &  Eastern  Railroad  Co.; 
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New  Jersey  &  New  York  Bailroad  Co.;  and  Bath  &  Hammonds- 
port  Railroad  Co.,  together  with  their  leased  and  operated  lines.  A 
full  list  of  the  corporations  included  in  the  system  statements  is 
submitted  with  the  analysis  accompanying  the  11-year  statements. 
The  operations  of  the  following  companies,  whose  capital  stock  is 
owned  jointly  by  companies  included  in  the  Erie  system  and  by  com- 
panies outside  the  Erie  system,  are  not  included  in  these  state- 
ments :  Akron  &  Barberton  Belt  Railroad  Co. ;  Buffalo  Creek  Rail- 
road Co.;  Chicago  &  Western  Indiana  Railroad  Co.;  Belt  Railway 
Co.  of  Chicago. 

The  revenues  and  expenses  of  the  Erie  Railroad  Lake  Line,  a  line 
of  steamers  on  the  Great  Lakes  owned  and  onerated  by  Erie  Rail- 
road Co.,  are  included  in  the  items  eptitled  "  Outside  operations." 

The  item  ^'Capital  obligations"  includes  only  the  capital  stock, 
bonds,  equipment  trust  certificates,  notes,  and^  other  funded  obliga- 
tions of  the  companies  included  in  the  system,  owned  by  the  puWic 
or  by  other  companies  outside  the  system.  All  system  intercorporate 
hol(mi^  have  been  eliminated  to  avoid  duplication,  and  the  state- 
ment £ows  the  par  value  of  securities  outstanding  with  the  public 

RETURN  ON  PROPERTY  INVESTMENT.  ' 

In  1918  the  property  investment  of  Erie  "Railroad  system  had 
increased  $88,459,748  since  1903,  or  24.26  per  cent,  while  its  net 
operating  revenue  increased  only  $1,701,404,  or  9.36  per  cent,  and 
its  net  operating  income  decreased  $799,206,  or  4.76  per  cent.  During 
the  same  period  its  gross  operating  revenue  increased  $19,133,219, 
or  39.70  per  cent,  showing  greatly  increased  service  to  the  public 
The  Erie  system,  in  1913,  fell  $799,205  short  of  receiving  anjr  addi- 
tional return  on  its  great  increase  in  investment,  although  it  ren- 
dered a  greatly  increased  amount  of  transportation  service  to  the 
public.  The  percentage  of  its  return  on  property  investment,  as 
shown  by  its  net  operating  income,  was  4.60  in  1903,  3.89  for  the 
5-year  average*  1903  to  1907,  3.68  for  1910,  ^.78  for  1911,  3.03  for 
1912,  and  3.53  for  1913.  Comparing  1913  with  1910,  there  was  an 
increase  in  property  investment  account  of  $24,617,024,  or  5.74  per 
cent,  and  the  gross  operating  revenue  in  1913  exceeded  that  in  I&IO 
by  $8,247,449,  or  13.96  per  cent.  Notwithstanding  this  increased 
investment  in  road  and  equipment  devoted  to  the  service  of  the 
public  and  this  increased  transportation  service,  the  net  operating 
mcome  in  1913  was  only  $201,230,  or  1.28  per  cent,  more  than  in 
1910,  while  there  was  an  actual  decrease  in  the  rate  of  return  on 
property  investment  from  3.68  to  3.53  per  cent. 

MILEAGE. 

Since  1903  the  miles  of  first  main  track  operated  by  the  system 
have  increased  only  110.43,  or  4.50  per  cent,  while  the  mUes  of  all 
tracks  operated  have  increased  836.07,  or  17.65  per  cent,  showing 
that  the  development  of  the  system  has  been  intensive  rather  than 
extensive  and  small,  as  compared  with  the  increase  in  population 
and  traffic  in  the  territory  served.  The  increase  in  first  mam  track  ^ 
is  principally  due  to  the  construction  of  new  low-grade  freight 
lines,  such  as  the  Erie  &  Jersey  Railroad,  Genesee  Eiver  Railroad,^ 
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and  the  Columbus  &  Erie  Railroad.  These  lin^s  contribute  prac- 
tically no  new  business,  but  were  built  to  avoid  heavy  grades  on 
the  old  main  line  and  to  promote  greater  efficiency  and  economy  in 
the  operation  of  freight  trains.  The  increase  in  mileage  of  all 
tracks  includes  585  miles  of  additional  main  tracks  and  801  miles 
of  other  tracks  and  sidings.  The  item  "property  investment" 
shows  the  book  value  of  the  road  and  equipment  of  the  companies 
comprised  in  the  Erie  Railroad  system.  It  does  not  include  tiie 
cost  of  securities.  In  several  instances  where  the  general  books  of 
subsidiary  companies  whose  lines  are  embraced  in  the  system  were 
not  available  we  have  used  the  figures  shown  in  the  annual  rei>orts 
of  those  companies  to  the  Interstate  Commerce  Commission  or  to 
State  commissions,  and  in  the  case  of  a  few  companies  which  are 
not  reporting  companies  and  where  no  other  record  was  obtainable 
we  have  shown  the  property  investment  as  equaling  the  par  of 
the  company's  capital  obligations. 

Property  investment  increased  over  $88,000,000  during  the  period 
between  1908  and  1918,  while  the  increase  in  capital  obligations 
during  this  same  period  was  about  $54,000,000.  TTiis  excess  in 
increase  in  property  investment  over  the  increase  in  capital  obli- 
gations is  the  result  of  the  application  of  about  $34,000,000,  being 
a  large  part  of  the  companies'  current  income  to  these  purposes 
instead  of  to  a  distribution  to  capital — ^these  expenditures  l^ing  for 
objects^  which  would  ordinarily  be  provided  for  from  new  capital. 

Additions  to  property  investment  account  have  averaged  over 
$8,000,000  per  year  for  the  10  years  preceding  1913  and  amounted 
to  $12,795,044  in  1913.  These  expenditures  were  made  for  addi- 
tional tracks  and  sidings,  additions  to  terminals  and  stations,  elimi- 
nation of  grade  crossings,  additions  to  and  improvement  of  equip- 
ment, bridges  and  other  structures,  automatic  signals  and  interlock- 
ing plants  and  other  safety  devices,  and  other  improvements  prop- 
erly chargeable  to  capital  account,  and  for  the  increascnl  safety  and 
convenience  of  the  public  and  the  more  satisfactory  and  efficient 
handling  of  traffic.  While  much  has  been  done  in  this  direction, 
much  more  which  the  management  of  the  companies  desired  to  do 
has  necessarily  been  left  undone.  The  proper  and  necessary  future 
annual  expenditures  for  these  purposes  will  not  be  less  than  in  the 

East,  but  should  be  greatly  increased  if  the  necessary  capital  can 
B  secured  on  proper  terms." 

CAPITAL  OBLIGATIONS. 

The  outstanding  capital  stock  of  the  companies  embraced  in  the 
system  (eliminatmg  intercorporate  holdings)  is  substantially  the 
same  now  as  in  1903.  The  total  capital  obligations  in  1903  amounted 
to  $391,162,466,  and  by  1913  had  increased  to  $445,628,547,an  increase 
of  $54,466,081,  or  13.92  per  cent,  in  the  11-year  period.  The  ratio  of 
capital  stock  to  total  capital  obligations  has  steadily  decreased  from 
47.21  per  cent  in  1903  to  41.47  per  cent  in  1913. 

The  funded  debt,  including  notes  issued  for  capital  obligfations,  has 
increased  $64,327,731  in  the  period  from  1908  to  1913,  an  increase  of 
26.31  per  cent,  while  the  increase  in  property  investment  was  over 
$88,000,000  during  the  same  period.    About  one-half  of  this  increase 
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in  funded  debt  is  represented  by  so-called  short-term  notes  which  bear 
a  relatively  high  rate  of  interest.  About  $8,000,000  of  this  increase 
consists  of  equipment  trust  obligations.  With  the  exception  of  a 
small  amoimt  of  its  Pennsylvania  collateral  bonds  sold  in  1908,  the 
Erie  Bailroad  Co.  has  not  succeeded  in  marketing  any  bonds  since 
1906. 

NET  CORPORATE  INCOME. 

The  net  corporate  income  of  the  system  was  $9,626,328  in  1903,  an 
average  of  $6,727,195  for  the  5-year  period  1903  to  1907;  $7,243,866 
in  1910,  $7,075,830  in  1911,  $4,627,823  in  1912,  and  $8,912,741  in  1918. 
The  average  net  corporate  income  for  the  5-year  period  from  1908  to 
1912  shows  a  decrease  of  38.45  per  cent  as  compared  with  the  average 
net  corporate  income  for  the  5-year  period  from  1903  to  1907,  and  it 
is  interesting  to  note  that  the  average  net  operating  income  for  the 
period  from  1908  to  1912  shows  a  decrease  of  8.13  per  cent  as  com- 
pared with  the  average  net  operating  income  for  the  5-year  period 
1908  to  1907.  Net  corporate  incomes  plus  interest  on  funded  debt — 
i.  e.,  the  fund  available  for  interest  and  dividends  and  as  a  margin 
for  the  basis  of  credit — bore  the  following  ratio  to  total  capital  obli- 
gations, namely,  5.01  per  cent  in  1908,  4.21  per  cent  for  the  5-year 
period  1903-1907,  4.42  per  cent  in  1910,  4.37  per  cent  in  1911,  8.66 
per  cent  in  1912,  and  4.68  per  cent  in  1918. 

A  considerable  part  of  this  net  corporate  income  was  not  derived 
from  rates  chargea  for  transportation  services  or  other  railroad  oper- 
ations, but  was  derived  from  outside  investments  and  included  in  the 
item  "Other  income."  This  "Other  income"  amounted  to  over 
$2,800,000  in  1903,  an  annual  average  of  over  $2,200,000  for  the  5-vear 
period  from  1908  to  1907,  over  $8,400,000  in  1910,  an  average  of  about 
$8,000,000  for  the  years  1910-1912,  and  nearly  $5,000,000  in  1913. 
Most  of  this  "  Other  income  "  was  received  from  the  coal  companies 
whose  capital  stock  is  owned  by  the  Erie  Co.,  and  principally  from 
the  Pennsylvania  Coal  Co.  The  income  from  this  source  in  1918 
exceeded  by  about  $2,000,000  the  average  during  the  several  pre- 
ceding years.  This  was  in  part  occasioned  hj  the  mcreased  payment 
made  by  the  Hillside  Coal  &  Iron  Co.,  which  it  was  able  to  make 
because  of  the  collection  of  a  judgment  for  a  large  sum  for  coal  royal- 
ties and  partly  because  the  Pennsylvania  Coal  Co.  was  able  in  1918 
to  distribute  a  very  considerable  amoimt  of  surplus,  which  under  con- 
ditions which  existed  in  previous  years  it  would  not  have  made  until 
1914.  The  amoimt  of  "  Other  income  "  for  1918  is  therefore  not  typi- 
cal of  what  may  be  expected  in  1914  and  succeeding  years,  and  it  is 
estimated  that  the  income  received  from  this  source  in  1914  will 
probably  be  about  $1,000,000  less  than  the  average  for  the  past  three 
years  and  about  $8,000,000  less  than  in  1913. 

Inasmuch  as  a  considerable  part  of  the  amount  included  in  "  Other 
income "  was  derived  from  coal  companies  and  did  not  result  from 
and  had  no  relation  to  transportation  rates,  it  would  be  fairer  to 
exclude  such  items  of  income  from  net  corporate  income  before  com- 

faring  it  with  total  capital  obligations  or  with  property  investment, 
have  therefore  restated  below  the  item  of  net  corporate  income  for 
the  several  years  by  eliminating  therefrom  the  above-mentioned 
income  from  the  coal  companies.    I  have  also  eliminated  the  interest 
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on  Erie  Railroad  Co.'s  Pennsylvania  collateral  bonds,  which  were 
issued  in  connection  with  the  purchase  of  the  capital  stock  of  the 
Penni^lvania  Coal  Co.,  and  based  on  this  revised  net  corporate  in- 
come I  have  shown  its  ratio  to  property  investment.  I  have  also 
shown  the  adjusted  figures  of  per  cent  of  net  corporate  income  (plus 
interest  on  fimded  debt)  on  total  capital  obligations. 


Tean  ending 
Jane  30. 

Adjusted 
net  corpo- 
rate inoome. 

Per  cent  of 
adjusted 
net  corpo- 
rate indome 
on  property 
investment. 

Per  cent  of 
adjusted 
net  corpo- 
rate income 

t%^ 

funded 

debt)  oa 

capital  ob- 

ttgatlons. 

Years  ending 
June  30.1 

Adjusted 
net  corpo- 
rate inoome. 

Percenter 
adjusted 
net  corpo- 
rate inoome 
on  property 
investment. 

Per  cent  of 
adJQstad 
net  corpo- 
rate iDooma 

SS^ 

foDded 

debt)  on 

capita]  ob- 

Ugattatt. 

1003 

18,507,386 
5,104,937 
4,664,046 
5,705,641 
6.603,555 
1034,033 

0.33 
1.87 
1.23 
1.46 
1.64 
1.22 

4.78 
3.80 
8.68 
3.86 
4.24 
2.40 

1900 

$4,266,908 
6,214,017 
6,466,170 
3,601,403 
6,086,002 

LOO  j            z.m 

1004 

1910 

1.46                   4.1* 

1906 

1911 

L50 
.84 
1.84 

4.28 

1906 

1912 

8.41 

1907 

1918 

4.M 

1908 

REVENUES  AND  EXPENSES. 

The  business  handled  by  the  system  has  greatly  increased  since 
1903.  The  number  of  tons  of  revenue  freight  carried  1  mile  has 
increased  from  5,600  millions  in  1903  to  6,669  millions  in  1910,  7,d76 
millions  in  1913.  There  is  an  increase  of  13.65  per  cent  in  the  5-year 
period,  1908  to  1912,  as  compared  with  the  5-year  period,  1903  to 
1907,  and  an  increase  of  19.61  per  cent  in  1913  as  compared  with  1910. 

During  this  period  the  average  revenue  per  ton  per  mile  was 
6.13  milk  in  1903,  6.15  in  1910,  6.04  in  1911,  6.02  in  1912,  and  5.92 
in  1913.  The  average  for  the  5-year  period  1908  to  1912  was  6.08, 
a  reduction  of  0.81  per  cent  as  compared  with  the  average  of  6.18 
mills  during  the  5-year  period  1903  to  1907.  The  revenue  per  too 
per  mile  has  decreased  3.74  per  cent  since  1910. 

While  the  decrease  in  the  average  revenue  per  ton  per  mile  since 
1903  may  have  resulted  in  part  ftom  changes  in  the  character  of 
traffic  handled  and  in  its  average  movement,  yet  the  territory  served 
by  the  Erie  system  during  this  period  and  the  general  character 
of  tiie  traffic  and  its  distribution  have  remained  substantiaUy  the 
same,  and  it  is  believed  the  reduction  in  the  average  revenue  per 
ton  per  mile  has  resulted  in  large  part  from  rate  reductions.  While 
the  average  revenue  in  1910  was  6.15  mills,  the  average  for  the  10 
years  preceding  1913  was  6.10  mills.  If  this  10-year  average  had 
been  received  on  the  1913  traffic,  the  revenues  would  have  been 
increased  $1,435^848. 

Notwithstanding  these  reductions  in  the  avera^  revenue  per 
ton  per  mile  the  total  operating  revenue  has  mcreased  from 
$48,000,000  in  1903  to  $59,000,000  m  1910  and  $67,000,000  in  1918, 
making  an  increase  of  39.70  per  cent  for  1913  as  compared  witli 
1903  and  of  13.96  per  cent  as  compared  with  1910. 

Under  normal  conditions,  with  such  a  large  increase  in  the  busi- 
ness handled  and  in  operating  revenue,  there  should  be  a  substan- 


Digitized  by  LjOOQ IC 


FIVE  PEB  CENT  OASES. 


735 


tial  decrease  in  the  ratio  of  operating  expenses  to  operating  reve- 
nues; but  this  has  not  been  the  case,  as  operating  expenses  and 
taxes  have  increased  at  a  rate  largely  in-  excess  of  the  increase  in^ 
operating  revenues. 

The  operating  ratio  was  62.29  per  cent  in  1903,  68  per  cent  for 
the  first  5-year  period,  68.49  per  cent  in  1910,  68.04  per  cent  in- 
1911,  71.59  per  cent  in  1912,  and  70.48  per  cent  in  1913. 

Operating  revenues  in  1913  increased  $8,247,449,  or  13.96  per 
cent  over  1910,  but  operating  expenses  increased  17.27  per  cent  and 
taxes  39.48  per  cent,  with  the  result  that  the  net  operating  income- 
was  only  1.28  per  cent  more  in  1913  than  in  1910. 

Maintenance  of  way  and  structures  increased  31.26  per  cent  itt 
the  period  1908  to  1912  as  compared  with  the  period  1903  to  1907^ 
and  18.49  per  cent  in  1913  as  compared  with  1910. 

Maintenance  of  equipment  increased  31.96  per  cent  in  the  second 
5-year  period  as  compared  with  the  first,  and  1913  increased  14.50* 
per  cent  as  compared  with  1910. 

Transportation  and  traffic  expenses  increased  13.52  per  cent  in< 
the  second  5-year  period  as  compared  with  the  first,  and  transpor- 
tation expenses  increased  20.09  per  cent  in  1913  as  compared  with. 
1910. 

Total  operating  expenses  increased  20.34  per  cent  in  the  second 
5-year  period  as  compared  with  the  first  and  increased  17.27  per 
cent  in  1913  as  compared  with  1910. 

Taxes  increased  from  $1,035,383  in  1903  to  $2,148,006  in  1913^ 
there  being  an  increase  of  35.12  per  cent  in  the  second  5-year  period 
as  compared  with  the  first,  ana  an  increase  of  89.48  per  cent  m. 
1913  over  1910. 

The  taxes  in  1913  were  more  than  double  those  paid  in  1903,  were^ 
nearly  equal  to  one-quarter  of  the  net  corporate  income,  and  over 
one-third  of  the  net  corporate  income  less  mcome  from  other  than 
railroad  operation. 

The  following  table  shows  the  operating  revenues,  operating  ex- 
penses, and  operating  income  for  the  period  under  consideration! 
expressed  in  mills  per  traffic  unit,  viz,  revenue  ton-miles  plus  pas- 
senger-mdles : 

Revenues,  expenses,  taxes,  and  operating  income  per  traffic  unit, 
fVeara  ending  June  30.] 


1903 


1910 


1913 


5-year  av- 

erage,1903 

tolW7. 


6-year  av 
rage  1908 
to  1^12. 


Total  operating rerenues  (including  outside  operations). 

Mamtenanoe  of  way  and  structures 

Maintenance  of  equipment 

Transportation  and  traflBo  expenses 

General  exi>ense8 

Outside  operation  expenses 

Total  operating  expenses 

Taxes 

Total  operating  exi>enses  and  taxes 

Operating  income 


MUU. 

i.n 

.78 
1.29 
2.78 
.16 
.42 


mju. 

7.83 

.70 

1.19 

2.84 

.17 

.42 


Mint. 

7.90- 

.81 

1.38 

2.85 

.1^ 

.45 


5.43 
.25 


5.32 
.18 


5.66 
.21 


6.02 


5.67 


5.50 


6.86 


2.77 


2.30 


2.33 
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The  great  and  continuing  increase  in  operating  expenses  and  taxes 
has  absorbed  the  profits  which  should  have  been  realized  from  greatly 
increased  volume  of  business  under  the  operation  of  the  law  of  in- 
creasing returns.  It  has  absorbed  the  savings  from  increased  effi- 
ciency and  from  the  investment  of  new  capital.  ^  It  is  fast  reducing 
net  operating  income  to  a  point  less  than  in  previous  years,  when  the 
business  handled  and  the  mvestment  of  capital  were  much  less,  and 
the  prospect  is  that  upon  the  basis  of  existing  freight  rates  the  rate 
of  net  return  will  continue  to  diminish,  notwithstanding  any  furth» 
increase  in  the  volume  of  business  handled  and  in  proper^  invest- 
ment. Becent  developments  afford  no  assurance  tnat  the  upward 
trend  of  expenses  and  taxes  will  materially  change,  but,  on  the  other 
hand,  the  indications  are  to  the  contrary. 

The  following  statement  of  certain  items  of  increased  exp^ises  in 
1913  as  compared  with  1910  are  taken  from  the  companies^  records 
when  obtainable  and  otherwise  are  the  conservative  estimates  of  the 
officers  directly  concerned : 

Increase  In  cost  of  fuel,  due  to  increase  In  price $473, 597 

Increase  in  cost  of  ties,  due  to  increase  in  price 71, 994 

Semimonthly  payment  of  wages 23,  S60 

EiXtra-crew  laws  (Ohio  and  Pennsylvania) 80,688 

Increase  in  wages,  due  to  increase  in  the  rates  of  pay 1, 681, 664 

2,231,723 

Mr.  Brownell.  That  was  in  the  year  1918  ? 
Mr.  Crawford.  In  the  year  1913,  as  compared  with  1910. 
It  is  believed  that  yearly  expenses  will  be  increased  by  changes 
effected  during  the  current  year  as  follows : 

Extra-crew  laws,  New  York  and  New  Jersey $22&,000 

Trainmen's  wage  increase  under  arbitration  award,  effective  Oct.  1, 
1913 300, 000 

Total 2, 816, 728 

There  will  also  be  a  substantial  increase  in  taxes  resulting  from  the 
operation  of  the  new  Federal  income-tax  law.  The  companies  will 
also  be  required  to  expend  large,  although  as  yet  indeterminate, 
amounts  or  money  under  the  operation  of  Federal  and  State  laws 
recently  passed,  such  as  those  requiring  the  elimination  of  highway 
crossing  at  grade  solely  or  largely  at  the  expense  of  the  railroad 
companies,  and  laws  requiring  expenditures  for  other  purposes  which 
will  add  but  little,  if  any,  to  the  income  of  the  carriers. 

Express  rates  have  recently  been  largely  reduced  by  order  of  the 
commission,  and  the  reduced  rates  will  become  effective  February  1 
next.  It  is  estimated  by  the  express  companies  that  these  rate  reduc- 
tions will  reduce  their  revenues  many  millions  of  dollars.  Nearly 
one-half  of  the  loss  resulting  from  these  reductions  will  fall  on  the 
railroad  companies  which  transport  the  express  traffic.  Although  it 
is  impossible  to  demonstrate  in  advance  with  certainty  the  amount  of 
loss  of  revenue  these  carriers  will  suffer  from  this  cause,  there  is 
every  reason  to  believe  the  amount  will  be  large,  and  it  is  an  impor- 
tant factor,  which  should  be  given  due  consideration  by  the  commis- 
sion in  this  case. 

It  is  also  believed  that  recent  changes  in  the  rules  of  the  Post  Office 
Department  regarding  the  parcel  post  will  result  in  substantially 
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decreasing  the  express  business  and  still  further  reduce  the  express 
revenues  of  these  carriers. 

Since  the  11-year  statements  were  completed  there  have  become 
available  the  records  of  four  montiis'  operation  during  the  present 
fiscal  year,  which  will  end  June  30,  1914,  and  a  consideration  of  the 
results  of  operation  during  that  period  as  compared  with  the  results 
during  the  corresponding  period  of  the  previous  fiscal  year,  which 
ended  June  30,  1913,  shows  that  while  there  has  been  no  decrease  in 
the  volimie  of  business  handled  and  in  the  gross  operating  revenue 
therefrom^  expenses  and  taxes  have  continued  to  increase  at  a  rapid 
and  signincant  rate  even  over  the  corresponding  four  months'  period 
of  1918.  V  S  F 

Comparison  of  first  four  months  of  fiscal  years  ending  June  30,  19H  and  191S, 


1914 

1913 

Increase. 

Decrease. 

Amount. 

Per 
cent. 

Amount. 

Per 
cent. 

Property  investment 

1457,394,026.00 

' 

Total  operating  revenue 

24,010,121.50 
17.878,087.89 

$23,875,085.59 
16,344,111.90 

$135,035.91 
1.533,975.99 

0.57 
9.39 

Total  operating  expenses 

Net  operating  revenue 
Tax  accruals 

6,132,033.61 
732,683.68 

7,530,973.69 
697,471.44 

$1,398,940.08 

18.68 

35.212.24 

6.05 

Operating  income 

Net  deductions:  Joint  facil- 
ity rents,    miscellaneous 
rentSy  and  hire  of  equip- 
ment   

5,399,349.93 
651,128.07 

6,833,502.25 
690,335.34 

1,434,152.32 
39,207.27 

20.99 

5.68 

Net  operating  income. 

4,748,221.86 

6,143,166.91 

1,394,945.05 

22,71 

It  is  hoped  that  the  ratio  of  net  operating  income  to  property 
investment  for  the  first  four  months  of  the  present  fiscal  year  will 
show  improvement  during  the  remaining  eight  months  of  the  year, 
but  if  continued  it  would  result  in  a  ratio  of  3.12  per  cent  as  com- 
pared with  3.53  per  cent  for  1913  and  3.52  per  cent  for  the  10-year 
average. 

Mr.  Brownell.  Mr.  Crawford,  the  net  operating  income  is  the 
amount  before  the  deduction  for  interest  charges? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  For  the  net  operating  income  you  show  for  the 
first  four  months  a  decrease  of  nearly  23  per  cent? 
.  Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  Making  allowance  for  the  deduction  of  interest 
charges,  so  as  to  produce  the  net  corporate  income,  is  it  a  fact  that 
the  reduction  in  net  corporate  income  for  the  first  four  months  of 
the  present  year  would  show  a  reduction  very  much  larger  than  the 
28  per  cent  reduction  of  net  operating  income? 

Mr.  Crawford.  That  is  true;  yes,  sir. 

Mr.  Brownell.  I  call  your  attention  to  page  3  of  the  analysis 
accompanying  the  11-year  statement,  particularly  with  reference 
to  certain  special  features  of  operation  referred  to  there.  Will  you 
please  state  the  revenue  trainload  tons  for  the  years  drawn  in 
<!omparison? 
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Mr.  Crawford.  The  revenue  trainload  in  tons  in  1903  was  392.45 
tons;  in  1910,  480.04  tons;  for  the  10-year  period  to  June  30,  1912, 
447.57  tons;  in  1913  this  had  increased  to  582.14  tons.  In  1913,  oom- 
jpared  with  the  10-year  average  to  June  30, 1912,  the  increase  is  over 
30  per  cent. 

Mr.  Brownell.  So  that  the  companies  in  the  system,  in  the  period 
from  1903  to  1913,  had  succeeded  in  increasing  their  average  load 
for  revenue  trainload  from  392  tons  to  582  tons? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brawnell.  Or  an  increase  of  nearly  50  per  cent? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  What  are  the  results  accomplished  with  respect 
to  the  tons  of  freight  per  mile,  including  both  loaded  and  empty 
cars  during  these  perioas? 

Mr.  Crawford.  During  the  year  1903  the  average  was  12.13  tons; 
1910, 14.58  tons;  for  the  10-year  average  to  June  30, 1912, 18.49  tons. 
The  year  1913  shows  the  average  per  car  to  be  15.58  tons. 

Mr.  Brownell.  This  increase  m  the  tons  of  freight  per  car  was 
accomplished,  was  it  not,  in  si>ite  of  the  fact  that  a  very  consider- 
able part  of  the  car  movement  is  an  empty  movement,  on  account  of 
tiie  anthracite  coal  bein^  a  one-way  movement  in  the  main? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  What  were  the  results  accomplished  with  respect 
to  the  tons  of  freight  per  car  handled  during  these  respective  periods 
per  loaded  car-mile? 

•Mr.  Crawford.  The  average  number  of  tons  of  freight  per  loaded 
car-mile  in  1903  was  17.92  tons;  in  1910,  20.65  tons;  for  the  10-year 
average  to  June  30, 1912, 19.52  tons.  In  1913  that  increased  to  21.65 
tons. 

Mr.  Brownell.  Making  what  increased  percentage,  comparing^ 
1903  with  1913? 

Mr.  Crawford.  An  increase  of  20.81  per  cent. 

Mr.  Brownell.  And  what  increase  in  this  item  in  1918,  as  com- 
pared with  1910? 

Mr.  Crawford.  4.84  per  cent. 

Mr.  Brownell.  That  is  all. 

Cross-examination : 

Mr.  James.  Mr.  Crawford,  in  this  statement  in  connection  with 
the  11-year  financial  and  operating  statements,  as  I  read  it,  and  I 
want  to  see  if  I  read  it  correctly,  in  giving  your  figures  of  the 
revenue  you  have  taken  the  average  revenue  per  ton-mile  as  the 
factor? 

Mr.  Crawford.  In  most  of  the  cases;  yes,  sir. 

Mr.  James.  Have  you  not  in  every  case,  in  the  printed  statem^it 
which  is  entitled  "Statement  of  Charles  P.  Crawford  in  connectioB 
with  the  11-year  financial  and  operating  statements  of  Erie  Railroad 
system,"  coniBned  yourself  to  the  one  factor,  the  average  revenue  per 
ton  per  mile? 

Mr.  Crawford.  That  is  true. 

Mr.  James.  So  that,  in  giving  these  figures  in  your  statement,  you 
have  not  used  the  factor,  in  any  instance,  either  of  revenue  train  load 
in  tons,  or  tons  of  freight  per  car-mile,  loaded  and  empty,  or  tons  of 
freight  per  loaded  car-mile? 
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Mr.  Crawford.  We  have  not  given  the  revenue  on  that  basis;  no, 
sir. 

Mr.  James.  Those  factors  are  not  used  any  place  in  this  statement 
which  I  have  in  my  hand,  which  you  have  ]ust  read  to  the  commis- 
sion? 

Mr.  Crawford.  No,  sir. 

Mr.  James.  On  page  11 1  notice  that  you  use  the  ratio  of  operating 
expenses  to  operatms  revenue  as  a  factor;  that  is  true,  is  it  not? 

Mr.  Crawford.  I  beg  your  pardon. 

Mr.  James.  I  say  that  on  page  11  you  use  the  ratio  of  operating 
expenses  to  operating  revenue,  do  you  not? 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  You  use  that  throughout  excepting  in  the  last  state- 
ment on  page  17,  where  you  have  a  net  operatmg  mcome  to  property 
investment;  otherwise  throughout  this  document  you  have  used  the 
ratio  of  operating  expenses  to  operating  revenue;  is  not  that  true? 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  I  will  ask  you  whether,  in  your  official  position  and  in 
your  study  of  the  subject,  either  in  a  practical  way  or  an  academic 
way,  you  attach  any  importance,  or  can  any  importance  be  actually 
attached,  to  the  ratio  of  operating  expenses  to  operating  revenue? 
Does  it  mean  anything? 

Mr.  Crawford.  Why,  yes. 

Mr.  James.  It  may  mean  anything,  may  it  not,  so  far  as  final  net 
results  are  concerned? 

Mr.  Crawford.  So  far  as  final  net  results;  yes,  sir.  ^ 

Mr.  James.  So  that  you  may  have  an  increased  ratio  of  operating 
expenses  to  operating  revenue,  and  have  an  increased  net  operating 
ratio  as  to  investments;  is  not  that  true? 

Mr.  Crawford.  That  would  be  possible. 

Mr.  James.  Therefore,  it  is  not  the  invariable  factor,  pointing  anv- 
where — ^the  mere  statement  that  your  operating  ratio  has  increased  f 

Mr.  Crawford.  It  is  not  invariable;  no,  sir. 

Mr.  James.  In  giving  the  ratio  of  operating  expenses  to  operating 
revenue,  have  you  allocated  as  between  passenger  and  freight? 

Mr.  Crawford.  Not  in  this  statement ;  no,  sir. 

Mr.  James.  Is  it  not  true  that  there  might  be  an  increased  ratio 
of  operating  expenses  to  operating  revenue,  and  showing  large  net 
eammgs  as  compared  witn  capital  upon  freight,  and  very  heavy 
losses  as  to  passenger,  and  the  sum  of  the  two  ratios  showing  a  de- 
creased ratio,  while  so  far  as  the  freight  was  concerned  there  would 
be  a  large  increase  of  net  revenue  on  freight  as  compared  with  invest- 
ment; is  not  that  true? 

Mr.  Crawford.  That  would  be  possible. 

Mr.  James.  So  you  have  not  sought  to  allocate  as  between  pas- 
senger and  freight  in  giving  your  operating  ratio? 

Mr.  Crawford.  No,  sir. 

Mr.  James.  Do  you  know  from  your  books  and  accounts  of  any 
compilations  you  have  made  as  to  whether  there  has  been  a  de- 
creased ratio  of  operating  expenses  to  revenue  as  to  freight? 

Mr.  Crawford.  I  do  not. 

Mr.  James.  Do  you  know  whether  there  has  been  an  increased 
ratio  as  to  operating  expenses  to  revenue  so  far  as  passengers  are 
concerned? 
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Mr.  Crawford.  I  do  not. 

Mr.  James.  Can  you  ascertain  those  two  factors? 

Mr.  Crawford.  No,  sir. 

Mr.  James.  Turning  to  page  12  of  your  document,  you  state  that 
"the  following  table  shows  the  operating  revenues,  operating^  ex- 
penses, and  operating  income  for  the  period  under  consideration 
expressed  in  mills  per  traffic  unit,  viz,  revenue  ton-miles  plus  pas- 
senger miles." 

Have  you  made  any  allocation  of  operating  expenses  either  per 
passenger,  per  passenger  mile,  or  per  passenger  car-mile,  or  per 
passenger  train-mile? 

Mr.  Crawford.  No;  I  do  not  think.it  is  possible  to  do  that. 

Mr.  James.  In  your  table,  then,  on  page  13,  what  you  call  your 
traffic  unit  is  a  combination  as  between  ton-miles  plus  pass^iger 
miles? 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  You  have  not  worked  out  any  traffic  unit  as  between 
train-miles  or  car-miles,  have  you? 

Mr.  Crawford.  No  ;  we  have  not. 

Mr.  James.  Do  I  understand  that  it  ought  to  be  a  proper  maxim 
in  working  out  the  operation  of  any  industrial  property  or  railrcMd 
property  or  public-service  corporation  that  the  charge  for  the 
service  rendered  should  be  proportionate  to  the  expenses  of  the 
service  rendered ;  is  not  that  sound  ? 

Mr.  Crawford.  May  I  ask  you  to  repeat  that  question? 

(The  question  was  repeated  by  the  stenographer  as  above  re- 
corded.) 

Mr.  Crawford.  It  would  seem  so. 

Mr.  James.  When  you  operate  that  much  of  your  plant  devoted 
to  passenger  service  and  you  have  the  expenses  of  the  passenger 
service,  the  expenses  of  the  passenger  service  should  be  proportioned 
to  the  charge  for  the  service  for  passengers? 

Mr.  Crawford.  I  suppose  it  should  be. 

Mr.  James.  And  it  likewise  is  true  that  in  working  out  a  prob- 
lem as  to  the  expenses  for  the  freight  service  it  should  be  propor- 
tioned to  the  charge  made  for  the  freight  service? 

Mr.  Crawford.  Yes;  if  it  were  possible  to  do  so;  yes,  sir. 

Mr.  James.  Of  course  I  assume  it  would  be  possible.  It  is  t 
general  maxim,  is  it  not,  as  ♦we  understand  it  and  as  laid  down  by 
the  law  itself,  that  the  charge  for  the  service  rendered  should  be 
just  and  reasonable,  and,  as  the  Supreme  Court  of  the  United 
States  said,  the  charge  for  the  service  rendered  should  be  just  and 
reasonable,  having  regard  to  the  service  rendered.  What  the  law 
has  said  is  in  harmony  with  economic  thought,  is  it  not,  in  that 
respect  ? 

Mr.  Crawford.  I  think  so. 

Mr.  James.  At  page  15  you  have  referred  to  the  Federal  income- 
tax  law.  Have  you  examined  the  new  law  critically  to  know 
whether  the  new  law  in  any  respects  differs  from  the  old  law  so 
far  as  the  amount  of  tax  to  be  imposed  on  the  corporation  is  con- 
cerned? 

Mr.  Crawford.  I  believe  there  is  a  slight  difference;  yes,  sir.  My 
remarks  here  have  reference  to  the  expense  in  connection  with  the 
retention  of  the  source  of  the  income  tax. 
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Mr.  James.  So  far  as  the  rate  levied  is  concerned,  there  is  just  as 
big  a  rate  of  income  tax  levied  by  the  Federal  law  to-dav  as  there  was 
under  the  old  law,  so  far  as  the  rate  is  concerned — the  basis  of  calcu- 
lating the  rate  ? 

Mr.  Crawford.  About  the  same ;  yes. 

Mr.  James.  What  you  are  referring  to  now  is  some  of  the  addi- 
tional clerical  expenses  which  are  necessitated  in  retaining  the  income 
at  the  source? 

Mr.  Crawford.  Yes. 

Mr.  James.  When  you  retain  the  incotne  at  the  source  you  have 
the  benefit  of  using  that  income  until  you  are  called  on  to  pay  it? 

Mr.  Crawford,  i  es. 

Mr.  James.  So  there  is  an  offset,  is  there  not,  to  this  added  expense 
of  retaining  the  income  at  the  source — ^that  you  have  this  fund  avail- 
able to  hold  until  you  pay  it  over? 

Mr.  Crawford.  To  a  certain  extent. 

Mr.  James.  Would  not  one  offset  the  other? 

Mr.  Crawford.  No. 

Mr.  James.  Are  they  not  both  negligible  by  comparison  ? 

Mr.  Crawford.  No;  I  think  we  are  going  to  have  a  very  large 
expense  in  connection  with  it. 

Mr.  James.  But  you  are  going  to  have  a  large  income  from  what 
you  retain  at  the  source. 

Mr.  Crawford.  I  have  not  made  any  figures  on  that. 

Mr.  James.  But  you  would  say  that  this  statement  which  you  made 
broadly  is  subject  to  that  modification,  is  it  not? 

Mr.  Crawford.  Oh,  yes. 

Mr.  James.  In  reference  to  the  express  business,  you  carry  a  cer- 
tain tonnage,  do  you  not,  to-day  for  the  express  companies? 

Mr.  Crawford.  We  do. 

Mr.  James.  Some  of  that  business,  it  is  claimed  by  the  express  com- 
pany, will  go  into  the  service  of  the  Post  Office;  is  not  that  true? 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  Some  of  the  tonnage  which  the  express  companies 
handle  initially  and  at  the  delivering  point  hereafter  will  be  handled 
initially  by  the  Post  Office  and  delivered  terminally  by  the  Post 
Office;  is  not  that  true? 

Mr.  Crawford.  I  think  so. 

Mr.  James.  The  railroads  will  still  get  the  tonnage,  will  they  liot? 

Mr.  Crawford.  I  suppose  so,  under  those  conditions. 

Mr.  James.  And  is  it  not  probable  from  all  you  have  been  able  to 
read  and  calculate  and  learn  from  the  press  and  from  post-office 
reports  that  by  these  charges  you  pay  the  Post  Office  Department, 
who  have  no  capital  charges  for  their  terminal  service,  there  will  be 
a  large  increase  in  tonnage  in  matters  going  in  packages  of  this 
Mnd? 

Mr.  Crawford.  I  am  not  prepared  to  answer  that. 

Mr.  James.  What  do  you  think  about  it? 

Mr.  Crawtobd.  I  have  made  no  study  of  it. 

Mr.  James.  If  that  be  true,  would  you  want,  .to  some  extent,  to 
modify  your  statement  here  in  reference  to  the  effect  of  the  Post 
Office  and  express  companies  upon  your  traffic  and  tonnage? 

Mr.  Crawford.  Yes;  if  that  were  true. 
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Mr.  James.  At  pag:e  16  you  state  that  "  a  consideration  of  the  re- 
sults of  operation  during  that  period  as  compared  with  results  duiinf 
the  corresponding  period  of  the  previous  fiscal  year,  which  ended 
June  30,  1913,  shows  that  while  there  has  been  no  decrease  in  the 
volume  of  business  handled  " — ^now,  there  has  been  an  increase,  has 
there  not? 

Mr.  Crawford.  As  indicated  by  the  operating  revenue;  yes,  sir. 

Mr.  James.  So  that  to  get  this  really  before  us,  while  you  put  that 
in  the  negative,  no  decrease,  that  could  be  well  amplified  by  saying, 
*'  While  there  is  no  decrease,  there  has  been  an  increase." 

Mr.  Crawford.  The  statement  shows  an  increase  of  $185,000. 

Mr.  James.  Turning  to  page  17  of  your  statement,  you  speak  of  the 
ratio  of  net  operating  mcome  to  property  investment.  Could  that  not 
be  well  expressed  in  another  way,  simply  meaning  the  final  net  income 
for  the  corporation  as  based  upon  the  capital!  Would  not  that  be 
another  way  of  expressing  it? 

Mr.  Crawford.  I  think  so. 

Mr.  James.  And  when  jrou  really  get  down  to  the  final  result,  as  I 
believe  Mr.  Willard  said  in  his  opening  statement,  finally  after  all 
it  is  simply  a  question  of  net  as  based  upon  investment 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  That  means  the  getting  of  a  fair  return  upon  the  value 
of  the  property  devoted  to  the  public  service? 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  Going  back  in  your  statement  for  a  minute,  and  refer- 
ring to  page  3,  would  it  not  be  a  much  fairer  index,  instead  of  bdng 
worked  out  on  the  ton-mile  basis,  to  work  it  out  on  car-mile  or  train- 
mile  basis? 

Mr.  Crawford.  I  do  not  think  it  would. 

Mr.  James.  Would  not  the  final  test,  after  all,  in  all  these  cases,  in 
the  end,  be  as  to  the  utility  jrou  get  out  of  your  equipment? 

Mr.  Crawford.  I  think  it  is,  to  a  large  extent. 

Mr.  Brandeis.  Is  there  not  one  respect  in  which  the  new  income- 
tax  law  increases  your  taxes;  under  the  new  law  is  there  not  included 
in  its  provisions  a  tax  upon  the  dividend  received  from  a  subsidiary 
company  ? 

Mr.  Crawford.  I  believe  there  is;  yes. 

Mr.  Brandeis.  That  would  be  an  increase,  therefore,  in  that  re- 
spect, although  the  rate  remains  the  same? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brandeis.  That  is  true,  is  it  not,  Mr.  Brownell? 

Mr.  Brownell.  Oh,  yes.  In  regard  to  the  income  tax,  Mr.  Craw- 
ford, while  it  is  true  that  the  rate  imposed  upon  what  it  is  imposed 
is  the  same,  is  it  not  a  fact  that  there  are  many  items  now  taxed 
which  were  not  taxed  under  the  preceding  law?  j   .       -   - 

Mr.  Crawford.  I  am  not  certain  about  thatj  I  understand  that  it  is. 

Mr.  Brownell.  You  have  charge  of  paymg  the  interest  on  the 
funded  debt  of  the  Erie  Co.? 

Mr.  Crawford.  Yes,  sir.  ,_^     ,.       ^   j^ 

Mr.  Brownell.  In  a  rough  way,  what  is  the  outstanding  rondea 
debt  of  the  Erie  Co.  upon  which  interest  charges  are  paid? 

Mr.  Crawford.  It  is  over  $200,000,000. 

Mr.  Brownell.  Is  it  a  fact  that  from  75  to  90  per  cent  of  the 
bonds  upon  which  interest  is  paid  contain  a  proviaon  by|Which  the 
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debtor  undertakes  to  pay  the  interest  without  deduction  for  any  tax 
that  the  Government  may  require  to  be  paid  on  it? 

Mr.  Crawpobd.  I  think  that  percentage  is  about  right.  Practi- 
cally all  our  later  issues  have  that. 

Mr.  Bbownell.  If  it  was  75  per  cent  of  $200,000,000,  as  a  mathe- 
maticalproposition,  it  would  be  $150,000,000 

Mr.  Crawford.  On  which  the  taxes  were  to  be  paid,  provided  the 
holder  is  taxable. 

Mr.  Brownell.  Is  not  the  provision  of  the  new  law  such  as 
makes  it  taxable  in  the  case  of  all  persons  whose  income  is  more 
than  $3,000,  or  $4^  if  married? 

Mr.  Crawford.  Yes,  sir;  all  persons. 

Mr.  Brownell.  So  that  in  all  such  cases  the  railroad  company 
would  now  have  to  bear  the  burden  of  that  tax? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  And  not  be  able  to  deduct  that  from  the  interest 
paid  to  the  bondholders? 

Mr.  Crawford.  No,  sir;  the  coupons  would  be  paid  in  full  in  these 
cases. 

Mr.  Brownell.  While  under  the  old  law,  which  was  a  tax  upon 
income — ^the  privilege  of  doing  business — ^no  such  tax  was  levied. 

Mr.  Crawford.  No,  sir. 

Mr.  Brownell.  So  that  on  that  one  item  alone,  assuming  the 
entire  amoimt — ^$150,000,000— were  taxable,  the  railroad  company 
would  have  to  bear  the  extra  burden  of  1  per  cent — $1,150,000. 

Mr.  Brandeis.  Oh,  no;  on  the  interest. 

Mr.  Crawford.  One  per  cent  on  the  interest  when  held  by  taxable 
persons. 

Mr.  Brownell.  What  would  that  amount  to? 

Mr.  Crawford.  I  have  not  any  idea. 

Mr.  Brownell.  What  is  your  average  rate  of  interest? 

Mr.  Crawford.  I  could  not  tell  you ;  probably  about  5  per  cent. 

Mr.  Brownell.  Assume  it  to  be  5  per  cent.  What  would  5  per 
cent  of  $150,000,000  be? 

Mr.  Crawford.  Five  per  cent  of  $150,000,000? 

Mr.  Brownell.  Yes. 

Mr.  Crawford.  Seven  million  and  a  half. 

Mr.  Brownell.  And  1  per  cent  of  thlt? 

Mr.  Crawford.  $75,000. 

Mr.  Brownell.  So  there  would  be,  on  that  basis,  an  additional 
burden  of  $75,000  a  year  for  that  item,  assuming  the  assumption  is 
correct  as  to  the  rate  of  interest? 
•   Mr.  Crawford.  Yes.  • 

Mr.  James.  That  would  depend  upon  whether  the  individuals 
were  taxable;  in  other  words,  whether  the  individual  had  an  in- 
come  

Commissioner  Harlan.  Mr.  Crawford  has  explained  that,  Mr. 
James. 

Mr.  Brownell.  With  reference  to  express,  your  statement  in  re- 
gard to  the  effect  upon  revenues  was  with  respect  to  the  anticipated 
effect  on  revenues  from  the  express  business,  was  it  not? 

Mr.  Crawford.  Yes,  sir. 
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Mr.  Brownell.  And  a  diversion,  under  the  rules  of  the  Post  Office 
Department,  extending  the  parcel  post,  would  deplete  the  revenues 
from  the  express  business? 

Mr.  Crawford.  In  my  opinion,  it  would ;  yes,  sir. 

Mr.  Brownell.  Whether  or  not  any  compensation,  or  what  com- 

Sensation,  in  addition  to  the  present,  would  be  received  from  the 
overnment  for  that  is  problematical,  is  it  not? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  With  respect  to  the  suggestion  that  you  have 
taken  for  your  tabulations  and  comparisons  the  basis  of  rates  per 
ton  per  mile,  you  did  not  wish  to  be  understood,  did  you,  that  that 
was  the  basis  already  referred  to  in  the  great  bulk  of  the  items 
entering  into  those  two  10-year  statements? 

Mr.  Crawford.  No,  sir.  It  referred  particularly  to  the  statement 
I  read. 

Mr.  Brownell.  Only  to  such  statements  as  related  to  the  rate 
per  ton  per  mile? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  The  great  bulk  of  the  items  in  these  statements 
and  the  statements  in  your  printed  testimony  had  no  relation  to  the 
ton-mile  proposition  at  all  ? 

Mr.  Crawford.  Not  particularly. 

Mr.  Brownell.  Is  it  referred  to  in  more  than  a  couple  of  in- 
stances for  illustration? 

Mr.  Crawford.  I  think  that  is  all. 

Mr.  James.  Let  us  get  that  clear.  You  mean  this  little  statement 
which  he  read? 

Mr.  Brownell.  Yes. 

Mr.  James.  He  has  very  distinctly  testified  that  the  sole  factor 
he  used  there  was  ton-miles. 

Mr.  Brownell.  I  think  he  misunderstood  you,  because  in  reading 
the  statement  there  is  very  little  reference  to  the  ton-mile,  and  that 
has  very  little  relation  to  the  subjects  that  are  discussed. 

Mr.  James.  If  your  honor  will  read  that  statement,  you  will  find 
that  his  sole  factor  used  is  ton-miles. 

Mr.  Brownell.  His  statement  will  speak  for  itself. 

Mr.  CkAWFORD.  The  statement  will  speak  for  itself. 

Commissioner  Harlan.  Is  tnat  all,  Mr.  Brownell? 

Mr.  Brownell.  I  think  that  is  all. 

Mr.  Thorne.  On  page  4  of  the  statement— I  have  no  desire  £o 
argue  the  case  with  you;  I  just  want  to  get  it  clear  in  my  mind — 
you  refer  to  a  number  of  companies  where  the  property  investment 
IS  taken  as  corresponding  to  the  capitalization.  In  such  companies 
that  do  not  have  property  investment  do  your  exhibits  give  the 
names  of  those  companies?  I  could  not  find  them  on  the  exhibit- 
Mr.  Crawford.  The  names  are  included  in  the  list,  but  they  are 
not  indicated. 

Mr.  Thorne.  Does  it  show  what  ones? 

Mr.  Crawford.  No  ;  they  are  not  indicated. 

Mr.  Thorne.  Would  you  be  able  to  indicate  what  ones  you  used 
to  report  to  State  commissions  and  as  to  what  ones  you  used  their 
capitalization  as  indicating  the  property  investoient?  I  do  not 
mean  now,  but  before  the  hearing  is  concluded. 
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Mr.  Crawford.  Yes ;  when  I  have  time  to  look  it  up. 

Mr.  Crawford.  There  was  one  oth^r  thing.  On  page  9  of  your 
statement  you  refer  to  a  deduction  from  net  corporate  income  for 
certain  coal  companies  and  a  deduction  of  the  property  investment 
for  the  Pennsylvania  Coal  Co.  alone.  Would  it  not  be  more  ac- 
curate to  also  deduct  the  property  investment  for  the  other  com- 
panies if  you  deduct  the  entire  income  from  those  other  companies  t 
Ihere  is  more  than  one  other  company. 

Mr.  Crawford.  I  beg  your  pardon.  It  does  not  say  we  deducted 
the  Pennsylvania  Coal  Cfo.  from  property  investment. 

Mr.  Thorne.  That  portion  of  the  Erie  Railroad  Co.  bonds  issued 
in  connection  with  the  Pennsylvania  Coal  Co. 

Mr.  Crawford.  Eliminating  interest  on  those  bonds? 

Mr.  Thorne.  Yes. 

Mr.  Crawford.  Yes. 

Mr.  Thorne.  Are  there  not  other  interests  that  should  be  de- 
ducted; if  you  deduct  all  of  your  income  from  coal  properties^ 
should  you  not  deduct  interest  both  on  bonds  issued  in  connection 
with  other  coal  companies  as  well  as  the  Pennsylvania? 

Mr.  Crawford.  The  Erie  Railroad's  interest  in  those  companies 
is  the  ownership  of  capital  stock,  and  it  is  not  included  m  the 
property  investment  account. 

Mr.  Thorne.  Then  if  I  understand  it  correctly  there  are  no  other 
portions  of  your  property  investment  account  represented  by  the- 
interest  you  have  in  these  other  coal  companies. 

Mr.  Crawford.  I  think  not. 

Mr.  Thorne.  That  is  all. 

Mr.  Lyon.  Do  I  understand  the  Erie  Railroad  takes  the  position 
that  when  the  income  tax  is  levied  by  the  Government  that  that  is 
a  burden  which  should  be  passed  to  the  public  by  increased  rates? 

Mr.  Brownell.  I  do  not  see  how  he  can*answer  that. 

Mr.  Crawford.  I  am  unable  to  answer  that. 

Mr.  Lton.  What  do  you  mean  by  the  statement  that  there  is  a 
substantial  increase  in  taxes  from  the  Federal  income-tax  law? 

Mr.  Crawford.  I  am  merely  stating  the  facts  that  our  expenses 

will  be  increased,  due  to  the  operation  of  the  law,  as  we  explain 

the  extra  expense  in  connection  with  the  retention  of  the  source  of 

the  taxes  due  on  coupons  from  parties  who  are  not  exempt  from 

\  the  law. 

Mr.  Lyon.  You  regard  the  Federal  income  tax  as  an  expense  to- 
the  Erie  Railroad  which  should  pass  into  your  expense  account  and 
be  considered  by  the  commission  in  fixing  the  rate  for  the  public 
to  pay;  is  that  the  purpose? 

Mr.  Crawford.  I  think  it  should  be  considered;  yes,  sir. 

Mr.  Brownell.  It  has  to  be-paid  out  of  receipts. 

Mr.  Lyon.  As  to  this  increased  price  of  ties,  does  that  include- 
the  creosoting  of  the  ties? 

Mr.  Crawford.  No,  sir.  The  calculation  is  based  on  the  difference^ 
between  the  cost  of  the  same  kind  of  ties  one  year  with  the  other — 
that  is,  we  have  used  the  number  of  ties  for  1913, 1  think  it  is,  com- 
pared with  1910.  We  have  used  the  number  of  ties  in  1913  and  com- 
puted  the  advance  in  price  as  between  these  two  years  to  make  the: 
extra  cost. 
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Mr.  Lyon.  The  ties  are  the  same  kind? 

Mr.  Crawford.  Yes,  sir. 
^  Mr.  Lyon.  Have  you  the  number  of  ties;  have  you  that  informa- 
tion available  for  the  two  years? 

Mr.  Crawford.  I  think  I  have.  The  information  came  from  our 
purchasing  agent. 

Mr.  Lyon.  lou  can  furnish  that  later.  Does  the  Erie  Ttailroad 
creosote  its  ties  or  do  you  know  that? 

Mr.  Crawford.  We  do  not  creosote  them  ourselves.  I  think  we 
purchase  some  that  have  been  creosoted  from  outside  parties. 

Mr.  Lyon.  You  purchase  ties  already  creosoted? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  Do  you  know  how  their  price  compares  with  the  ties 
that  are  not  creosoted? 

Mr.  Crawford.  No,  sir ;  I  could  not  tell  you  that. 

Mr.  Lyon.  It  is  higher,  is  it  not? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  Are  you  informed  as  to  the  life  of  the  tie  when  creo- 
soted? 

Mr.  Crawford.  I  am  not. 

Mr.  Lyon.  Turning  now  to  your  table  upon  page  18, 1  notice  thmt 
between  1903  and  1913  your  transportation  and  tn^c  expenses,  rep- 
resented by  nulls  there,  are  not  suDstantially  increased.  It  was  2.70 
in  1908  and  2.78  in  1918. 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  Your  accounts  show  there  has  been  a  substantial  in- 
crease in  wages  between  1918  and  1908? 

Mr.  Crawford.  They  do;  yes,  sir. 

Mr.  Lyon.  Is  that  reflected  in  this  transportation  accoimt  accord- 
ing to  your  figures,  that  increase? 

Mr.  Crawford.  Certainly. 

Mr.  Lyon.  I  notice  there  is  practically  no  change  in  the  mills. 

Mr.  Crawford.  It  was  supposed  we  had  overcome  that  to  some 
extent  by  increased  trainloads. 

Mr.  Lyon.  That  is  what  I  gathered  from  it. 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  In  your  maintenance  of  way  and  structures  account 
that  is  increased  in  1913  from  sixty-four  one-hundredths  to  sevMity- 
eight  one-hundredths  and  in  the  maintenance  of  equipment  account 
from  ninety-seven  one-hundredths  to  1.29,  a  very  material  advance. 
Does  that  indicate  that  you  have  not  been  able  to  meet  by  efficiency 
the  increase  in  wages  and  materials  that  are  used  in  maintenance 
accounts? 

Mr.  Crawford.  I  have  not  made  a  study  of  those  accounts,  Mr. 
Lyon.    I  do  not  think  I  could  answer  all  that  qnestioiL 

Mr.  Lyon.  That  could  be  brought  about  by  an  actual  increase  in 
the  rate  of  wages  and  cost  of  material,  and  could  be  brought  about 
by  a  different  character  of  maintenance,  one  period  compared  with 
the  other,  could  it  not? 

Mr.  Crawford.  Will  you  repeat  that  question? 

(The  stenographer  related  the  question  as  above  recorded.) 

Mr.  Crawford.  Yes,  sir. 
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Mr.  Lyon.  In  which  of  these  accounts  would  an  increase  in  the 
rate  of  wages  be  most  clearly  reflected — ^in  transportation  or  in 
maintenance! 

Mr.  Crawtord.  I  think  the  increase  in  wages  of  the  men  engaged 
in  transportation  has  been  greater  than  that  in  the  maintenance 
department. 

Mr.  Lyon.  The  increase  of  wages? 

Mr.  Crawfokd.  Yes,  sir.  I  am  not  certain  about  that,  but  that  is 
my  opinion. 

Mr.  Lyon.  That  is  mv  information.  The  wages  constitute  a  much 
larger  proportion  of  the  transportation  expenses  than  they  do  of 
mamtenance.    Is  that  what  you  mean? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  The  other  principal  item  in  transportation  is  the  ques- 
tion of  fuel,  is  it  not? 

Mr.  Crawford.  That  is  a  large  item. 

Mr.  Lyon.  Of  course  that  would  be  reflected  in  the  transportation 
expenses  much  more  than  in  maintenance? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  Notwithstanding  the  increase  in  the  cost  of  your  coal, 
given  on  the  next  page,  there  has  been  a  very  slight  change  in  the 
transportation  expense,  or  2.74  against  2.78? 

Mr.  Crawford.  It  is  not  much ;  the  increase  in  the  rate  is  not' much. 

Mr.  BiTTLER.  I  desire  to  ask  you  a  few  questions  for  the  purpose 
of  ascertaining  what  bearing  the  statement  and  the  tables  submitted 
by  you  have,  if  any,  upon  the  Lake  Railroad.  Will  you  kindly  refer 
first  to  your  printed  statement?  You  there  state  tnat  the  revenues 
and  expenses  of  the  Erie  Railroad  Lake  Line,  a  line  of  steamers  on 
the  Great  Lakes  owned  and  operated  by  the  Erie  Railroad  Co.,  are 
included  in  the  items  entitled  "  Outside  operations."  Is  there  a  cor- 
poration known  as  the  "  Erie  Railroad  Ltee  Line  "? 

Mr.  Crawford.  No,  sir. 

Mr.  Butler.  When  you  use  that  term  what  do  you  mean? 

Mr.  Crawford.  I  mean  it  is  the  trade  name  for  eight  steamers 
which  are  operated  by  the  Erie  Railroad  Co.  between  Buffalo,  Mil- 
waukee, and  Chicago. 

Mr.  Butler.  Are  they  operated  directly  by  the  Erie  Railroad  or 
by  a  corporation? 

Mr.  Crawford.  By  the  Erie  Railroad. 

Mr.  Butler.  Directly? 

Mr.  Crawford.  Directly. 

Mr.  Butler.  And  not  through  any  independent  corporation? 

Mr.  Crawford.  No,  sir. 

Mr.  Br'own^l.  Owned  and  operated? 

Mr.  Crawford.  Owned  and  operated. 

Mr.  Butler.  Owned  and  operated  by  the  Erie  Railroad  Co.? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Butler.  Eight  steamers? 

Mr.  Crawford.  I  believe  there  are  eight ;  yes,  sir. 

Mr.  Butler.  All  the  operations  of  those  steamers,  and  the  invest- 
ments therein,  are  included  in  the  various  portions  of  your  statement? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Butler.  Have  you  made  any  segregation  of  their  accounts? 
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Mr.  Crawford.  As  an  outside  operation  we  keep  a  record  of  the 
revenues  and  expenses. 
Mr.  Butler.  But  1  mean  in  this  tabulation  anywhere? 

Mr.  Crawford.  No,  sir ;  we  have  not. 

Mr.  Butler.  Nothing  shown  as  to  them  separately? 

Mr.  Crawford.  No,  sir.  They  are  included,  as  you  say,  in  the  out- 
side operation  accounts  of  revenues  and  expenses. 

Mr.  Butler.  What  is  the  Erie  Transportation  Co.? 

Mr.  Crawford.  I  could  not  tell  vou. 

Mr.  Butler.  Does  the  Erie  Railroad  own  any  capital  stock  of  the 
Erie  Transportation  Co.? 

Mr.  Crawford.  It  has  no  interest  in  it:  no,  sir. 

Mr.  Bl-tler.  Does  the  Erie  Railroad  (Jo.  have  any  interest  in  what 
is  known  as  the  Union  Steamship  Co.  ? 

Mr.  Crawford.  This  line  was  lormerly  known  as  the  Union  Steam- 
boat Line.    Is  that  to  which  you  refer? 

Mr.  Butler.  Your  line  of  eight  steamers  was  formerly  known  as 
the  Union  Steamboat  Line  ? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Butler.  Was  that  a  corporation? 

Mr.  Crawford.  No,  sir. 

Mr.  Butler.  That  was  just  a  name  you  had  for  those  steamers? 

Mr.  Crawford.  The  same  steamers  owned  and  operated  by  the 
Erie  Railroad  Co.  This  change  in  name,  I  think,  was  made  about  a 
year  ago ;  possibly  a  little  more. 

Mr.  Butler.  It  is  now  known  as  the  Erie  Railroad  Lake  Line? 

Mr.  Crawford.  It  is. 

Mr.  Butler.  What  is  the  Mutual  Transit  Co.  ? 

Mr.  Crawford.  The  Mutual  Transit  Co.  is  a  company,  as  I  under- 
stand it,  operating  a  line  of  steamers  over  the  Great  Lakes. 

Mr.  Butler.  The  Erie  Railroad  Co.  is  interested  in  that  line,  is 
it  not? 

Mr.  Crawford.  The  Erie  Railroad  Co.  owns  some  of  the  capital 
stock  of  the  Mutual  Terminal  Co.  of  Buffalo,  and  the  Mutual  Ter- 
minal Co.  of  Buffalo,  I  believe,  is  the  owner  of  the  capital  stock  of 
the  Mutual  Transit  Co. 

Mr.  Butler.  Does  the  Mutual  Terminal  Co.  own  all  of  the  Mutual 
Transit  Co.  stock? 

Mr.  Crawford.  I  am  not  informed  about  that;  I  think  it  does. 

Mr.  Butler.  What  portion  of  the  stock  of  the  Mutual  Terminal  Co. 
does  the  Erie  Railroad  own? 

Mr.  Crawford.  I  believe  it  has  one-quarter. 

Mr.  Butler.  One-quarter? 

Mr.  Crawford.  I  think  so. 

Mr.  Butler.  The  other  owners  are  the  New  York  Central,  the 
Lehigh  Valley 

Mr.  Crawford.  And  the  Delaware,  Lackawanna  &  Western. 

Mr.  Butler.  And  the  Delaware,  Lackawanna  4  Western? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Butler.  The  Pennsylvania  is  not  interested  in  the  Mutual 
Terminal  Co.? 

Mr.  Crawford.  No,  sir. 

Mr.  Butler.  Are  any  of  the  operations  of  the  Mutual  Terminal 
Co.  included  in  |;he  statements  you  have  submitted? 
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Mr.  Crawford.  No,  sir;  nothing. 

Mr.  Butler.  Are  any  of  the  revenues  included  here? 

Mr.  Crawford.  Not  at  all. 

Mr.  Butler.  No  part  of  the  investment  is  carried  in  the  capital 
account  that  you  have  shown? 

Mr.  Crawford.  No,  sir. 

Mr.  Brownell.  If  any  dividend  were  received  on  the  capital  stock 
of  the  Mutual  Terminal  Co.  owned  by  the  Erie 

Mr.  Crawford  (interposing) .  It  would  be  reported  in  its  income. 

Mr.  Brownell.  It  would  be  reported  imder  the  head  of  "  Other 
income"? 

Mr.  Crawford.  Dividend  income;  income  from  dividends. 

Mr.  Brownell.  As  a  matter  of  fact,  have  any  dividends  been 
received?  • 

Mr.  Crawford.  No,  sir. 

Mr.  Brownell.  On  the  capital  stock  of  the  Mutual  Terminal  Co.  ? 

Mr.  Crawford.  No,  sir. 

Mr.  Butler.  You  say  the  capital  investment  is  not  shown  here;  is 
not  included? 

Mr.  Crawford.  No;  our  interest  is  in  the  ownership  of  the  capital 
stock. 

Mr.  Butler.  But  I  asked  you  previously  whether  that  was  in- 
cluded. 

Mr.  Crawford.  No;  it  is  not. 

Mr.  Butler.  Then,  upon  what  theory  would  you  omit  that  and  at 
the  same  time  include  earnings,  if  there  were  any  earnings? 

Mr.  Crawford.  We  have  not  included  the  earnings,  and  Mr.  Brown- 
ell's  question  was  if  any  dividends  were  received.  I  simply  answered 
we  would  report  them  under  the  proper  account. 

Mr.  Butler.  On  vour  own  books,  you  mean? 

Mr.  Crawford.  T^es. 

Mr.  Butler.  But  you  would  not  have  included  them  here? 

Mr.  Crawford.  Not  as  dividends  on  securities.  We  would  include 
them  here  as  other  income;  jes,  sir. 

Mr.  Butler.  You  would  include  them  as  other  income? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Butler.  Although  you  would  not  show  the  capital  investment 
in  the  stock  of  that  company? 

Mr.  Crawford.  We  would  not  show  it  as  a  property  investment; 
no,  sir. 

Commissioner  Harlan.  Where  would  you  show  it  on  this  stock 
account? 

Mr.  Crawford.  It  does  not  show  in  this  account,  sir;  it  would 
show  in  a  balance  sheet 

Commissioner  Harlan.  The  point  is,  why  does  it  not  show?  If 
you  would  show  income  from  it,  why  do  you  not  show  the  invest- 
ment? 

Mr.  Crawford.  Well,  possibly  we  should.  That  is  merely  the 
income  on  the  securities  owned,  and  we  have  many  securities  that 
are  not  included  in  these  statements. 

Commissioner  Harlan.  That  is  the  point  counsel  wanted  to  get 
out. 

Mr.  Butler.  That  was  it.  Just  one  other  question,  which  does 
not  pertain  to  this  question  of  lake  and  rail. 
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Referring  to  page  3  of  your  tabulations,  where  you  show  your 
revenue  per  ton  per  mile  in  mills,  in  1903,  1910,  and  1913,  does 
your  statement  show  anywhere  the  length  of  the  average  haul  from 
which  you  derive  those  figures? 

Mr.  Crawtord.  I  do  not  think  it  does  anywhere. 

Mr.  Butler.  That  is  all. 

Mr.  James.  Mr.  Crawford,  you  have  on  pages  14  and  15  shown 
increases  in  the  cost  of  fuel,  increases  in  the  cost  of  ties,  increases  of 
wages,  increases  of  taxes.  Do  I  understand  that  these  are  to  be 
taken  as  a  lump  and  assessed  as  against  freight  to  justify  the  5  per 
cent  increase? 

Mr.  Crawford.  These  are  merely  to  be  taken  as  actual  increases 
in  our  expenses. 

Mr.  James.  Are  all  of  those  items,  the  oto^  sums  there,  to  be 
added  as  extra  costs  of  conducting  the  freight  service? 

Mr.  Crawford.  Oh,  no. 

Mr.  James.  They  should  be  apportioned  between  passenger  and 
freight? 

IMS'.  Crawford.  Yes. 

Mr.  James.  So  that  it  would  not  be  proper  to  assess  all  the  in- 
creases in  the  cost  of  fuel  and  ties  and  the  increases  in  wages  and 
taxes  against  simply  traffic? 

Mr.  Crawford,  jfo. 

Mr.  James.  They  ought  to  be  apportioned  between  passenger 
traffic  and  freight  traffic? 

Mr.  Crawford.  Yes,  sir. 

Mr.  James.  To  put  it  to  you  in  a  different  form,  each  species  of 
traffic  should  bear  its  just  and  reasonable  proportion  of  operating 
expenses  and  taxes,  and  contribute  its  just  and  reasonable  proportion 
to  the  capital  account.    Would  not  that  be  sound? 

Mr.  Crawford.  I  think  so. 

Mr.  James.  To  do  that  would  require  an  allocation,  would  it  not, 
as  between  the  operating  expenses  of  freight  and  the  operating  ex- 
penses of  passenger,  for  the  purpose  of  determining^  wnether  there 
should  be  an  increase  of  the  charge  levied  on  one  service  or  the  other 
service;  is  not  that  true?  To  do  that  accurately  you  would  have  to 
allocate  it? 

Mr.  Crawford.  I  am  not  certain  about  that. 

Mr.  James.  Would  not  you  have  to  allocate  the  expenses?  ^ 

Mr.  Crawford.  I  understood  you  to  say  as  a  basis  for  the  increase 
in  rates. 

Mr.  James.  That  last  question  did  not  have  that  fltctor  in  it.  I 
have  not  come  to  that  yet. 

Mr.  Crawford.  I  beg  your  pardon. 

Mr.  James.  Is  it  not  then  true,  if  it  is  true,  as  you  state  it  to  be 
the  truth,  that  each  species  of  traffic  should  bear  its  just  and  reason- 
able proportion  of  operating  expenses  and  taxes  and  contribute 
its  just  and  reasonable  proportion  to  capital  account,  that  in  order 
to  determine  which  species  of  traffic  was  bearing  its  just  and  reason- 
able proportion  of  operating  expenses  and  taxes  and  contributing 
its  just  and  reasonable  proportion  to  capital  account,  it  would  be 
necessary  to  allocate  the  expenses — would  it  not? 

Mr.  CSiAWFORD.  Yes,  sir;  I  think  so. 
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Mr.  James.  In  other  words,  where  attributable  to  freight,  take 
those,  and  where  attributable  to  passenger,  take  those 

Commissioner  Hablan.  Mr.  James,  he  has  answered  the  question ; 
he  said  "Yes." 

Mr.  James.  If  there  should  be  an  increased  train  service  out  of 
proportion  to  the  passenger  revenue,  should  that  increased  expense 
of  the  extra  and  additional  train  service  or  the  better  train  service 
for  the  passenger,  the  burden  of  it  be  thrown  on  freight? 

Mr.  CRAWFORD.  I  am  not  prepared  to  answer  that. 

Mr.  CowiiEs.  I  see  on  page  3  of  your  statement  that  you  make  the 
earnings  on  the  property  investment  of  your  road  3.53  per  cent — on 
page  T  you  make  it  4.68  per  cent — ^for  the  year  1913.  Which  is 
correct? 

Mr.  Crawford.  On  page  3  we  show,  quoting  from  the  larger  state- 
ments, that  the  percentage  of  returns  on  property  investment  for  the 
year  1913  was  3.53. 

Mr.  Cowij».  Yes. 

Mr.  Crawford.  On  page  7^  under  corporate  income,  plus  the  inter- 
est on  funded  debt,  which  is  the  net  corporate  income  before  the 
interest  is  deducted,  which  woutd,  of  course,  bring  a  very  much 
larger 

Mr.  CowuBs  (interposing).  Would  not  that  properly  be  a  part  of 
the  money  we  have  to  earn  on  corporate  investment?  What  does  it 
mean?    xou  put  an  investment  in  here  of  $452,000,000. 

Mr.  Crawford.  Yes,  sir. 

Mr.  Cowles.  Did  you  earn  4.68  per  cent  on  that  investment,  or  did 
you  only  earn  3.53  per  cent  on  the  mvestment? 

Mr.  Crawford.  We  earned  4.68  per  cent ;  after  paying  the  interest 
we  earned  3.63  per  cent. 

Mr.  CowiiES.  Botheration  about  the  interest.  That  is  a  part  of 
what  we  have  got  to  earn.  You  earned  4.68  per  cent  on  the  total  in- 
vestment.   That  is  what  I  want  to  get  at. 

Mr.  Crawford.  That  would  apply  toward  the  payment  of  interest 
and  dividends. 

Mr.  CowuES.  That  is  all — 4.68  on  the  investment? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Cowles.  You  claim  to  have  made  an  investment  of  $452,- 
000,000:  how  much  of  that  is  actually  money  put  into  your  road? 

Mr.  Crawford.  I  could  not  answer  that. 

Mr.  CowLEs.  Is  it  not  your  business  to  answer  that? 

Commissioner  Harlan.  Mr.  Cowles,  the  witness  says  he  can  not. 
I  do  not  think  we  will  stop  over  that. 

Mr.  Cowles.  You  have  stated  you  own  a  certain  amount  of  prop- 
erty in  the  Mutual  Transit  Line;  how  much  of  that  is  included  in 
this  property^  investment  on  which  you  propose  to  make  us  pay  the 
increased  freight  rates? 

Mr.  Crawford.  I  have  already  answered  that  it  was  not  included ; 
none  of  it. 

Mr.  Cowles.  Oh,  not  included.  Where  did  the  money  come  from? 
I  would  like  to  ask  you  another  question:  Are  you  loading  and 
unloading  your  less-tnan-carload  freight  by  hand  power  or  by 
machinery? 

Mr.  Crawford.  I  am  very  sorry  I  can  not  answer  that.  I  have 
not  the  information. 

Digitized  by  VjOOQ IC 


752  FIVE   PEE  CENT  CASES. 

Mr.  Brownell.  The  comptroller  has  not  yet  undertaken  the  trans- 
portation and  traffic  end  of  the  business. 

Mr.  CowiiES.  But  you  are  giving  the  cost  of  this  business,  and  I 
want  to  find  out 

Commissioner  Harlan.  You  can  not  get  that  information  fr<Hn 
this  witness.  He  is  an  accoimtant,  and  he  is  not  prepared  to  answer 
those  questions. 

Mr.  liYON.  Have  you  in  the  course  of  your  duties  ever  furnished 
Any  official  of  the  railroad  any  cost  figures  as  to  moving  any  character 
of  traffic? 

Mr.  Crawford.  I  do  not  think  we  have. 

Mr.  Lyon.  You  would  know  if  you  had? 

Mr.  Crawford.  Yes.  I  do  not  think  we  have  ever  done  so,  unless 
it  was  merely  an  estimate.  The  cost  of  moving  any  particular  com- 
modities? 

,  Mr.  Lyon.  Yes.  For  instance,  the  coal  traffic.  Has  your  office 
^ver  been  called  upon  to  furnish  anv  official  of  the  Erie  Railroad  or  to 
give  an  estimate  of  what  the  actual  cost  is? 

Mr.  Crawford.  Not  that  I  recall.  We  may  have,  but  I  do  not 
recall  it. 

Mr.  Lyon.  Then  from  your  best  information  the  officials  have  made 
no  call  upon  your  department  as  to  the  cost  of  moving  individual 
commodities,  coal  in  particular? 

Mr.  Crawford.  I  recall  that  two  or  three  years  ago,  possibly  four 
or  five  years  ago,  they  asked  us  to  try  and  determine  whether  it  was 
to  our  advantage  to  bring  the  coal 

Commissioner  Harlan.  You  had  not  undertaken  recently  to  do 
that? 

Mr.  Crawford.  No,  sir. 

Commissioner  Harlan.  Does  that  answer  the  question,  Mr.  Lyon! 

Mr.  Lyon.  Yes. 

Mr.  Brownell.  Referring  to  the  11-vear  statements,  they  are  upon 
the  same  basis  as  those  prepared  by  otner  carriers,  are  they  not? 

Mr.  Crawford.  Yes,  sir;  exactly. 

Mr.  Brownell.  And  the  item  "  Property  investment,"  as  well^  as 
the  other  items  on  that  statement,  are  according  to  the  subdivision 
adopted  by  the  Interstate  Commerce  Commission,  are  they  not? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  Th^  property  investment  purports  to  show,  and 
does  show,  what  you  stated  in  your  direct  examination,  the  cost  of 
road  and  equipment,  does  it  not? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  And  has  not  been  swollen  by  the  price  of  moneys 
paid  for  securities? 

Mr.  Crawford.  Not  at  all. 

Mr.  Brownell.  And  you  so  state  in  your  statement? 

Mr.  Crawford.  Yes ;  that  it  does  not  include  the  cost  of  securities. 

Mr.  Brownell.  So  that  it  correctly  shows  the  cost  of  road  and 
property  devoted  to  the  service  of  the  public  in  the  railroad  trans- 
portation business? 

Mr.  Crawford.  It  correctly  shows  the  book  value. 

Mr.  Brownell.  According  to  the  books  of  the  company? 

Mr.  Crawford.  Yes,  sir. 
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Mr.  Brownell.  And  so  far  as  other  investments  of  the  company, 
securities  owned  by  it,  you  have  under  the  head  of  "  Other  income  " 
shown  all  receipts  from  those  sources? 

Mr.  Crawford.  Under  their  proper  headings;  yes,  sir. 

Mr.  Brownell.  And  other  income  has  included  the  dividends  from 
stocks  of  other  companies  where  received? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  With  reference  to  the  passenger  and  the  freight 
business  and  the  income  therefrom,  in  connection  with  your  state- 
ment showing  the  decrease  in  receipts  per  ton  per  mile  on  freight 
traffic,  I  call  your  attention  to  what  is  stated  with  respect  to  the  pas- 
senger business  and  the  increase  or  decrease  of  that  business.  Is  it 
a  fact  that  during  the  10-year  period  from  1903  to  1913  that  the 
passenger  business  has  also  largely  increased,  the  number  of  pas- 
sengers carried  1  mile? 

Mr.  Crawford.  The  statement  shows  they  are  largely  increased. 

Mr.  Brownell.  An  increase  from  about  590,000,000  passenger 
miles  in  1903  to  over  758,000,000  in  1913? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Brownell.  Will  you  please  state  whether  during  that  time 
the  average  rate  received  per  passenger  per  mile  has  also  increased? 

Mr.  Crawford.  It  has;  slightly. 

Mr.  Brownell.  From  what  rate  per  passenger  per  mile  in  1903 
to  what  in  1918? 

Mr.  Crawford.  1.4  cents  in  1903  to  1.51  cents  in  1913. 

Mr.  CowLEs.  Will  you  tell  us  how  many  passengers  per  car  you 
have  on  your  average  passenger  train? 

Mr.  Crawford.  I  have  not  the  information  right  here.  I  will  be 
very  glad  to  send  you  a  copy  of  our  annual  report  to  the  stockhold- 
ers, which  gives  all  those  statistics. 

Mr.  CowLES.  And  the  average  per  trainload? 

Mr.  Crawford.  Yes,  sir. 

Mr.  CowLEs.  I  have  noticed  that  on  the  Illinois  Central  they 
have  only  14  per  car. 

Mr.  Crawford.  I  hope  we  do  better  than  that. 

Mr.  CowLES.  Do  you  suppose  you  have  a  larger  number  per  car 
than  that? 

Mr.  Crawford.  I  hope  we  do  better  than  that. 

Mr.  CowLES.  The  only  point  is  this:  I  was  going  to  ask  the  ques- 
tion if  you  could  not  possibly  largely  increase  the  number  of  pas- 
sengers carried  without  adding  one  car  to  the  cost  of  your  business? 

Mr.  Brownell.  We  shall  try  and  get  a  law  passed  requiring  more 
passengers  per  car  in  a  year. 

Mr.  CowLEs.  And  you  will  get  it  when  you  lower  rates. 

Mr.  James.  Will  you  get  statistics  showing  the  niunber  of  pas- 
sengers per  car,  per  car-mile,  and  per  train-mile  compared  with 
10-year  periods  back? 

Mr.  Crawford.  I  can  do  that  for  you  and  will  be  glad  to  do  so. 

Mr.  James.  So  that  we  can  have  it  for  the  next  hearing? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lyon.  Referring  to  the  question  I  asked  a  little  while  ago, 
I  would  like  to  ask  one  further  question.    I  think  that  Vice  Presi- 
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dent  Stuart  stated  at  the  last  hearing  in  1910  that  rates  upon  coal 
were  not  advanced  because,  in  the  opinion  of  the  Erie  Kailroad, 
they  were  sufficiently  high,  and  I  had  information — ^I  do  not  know 
where  I  got  it — ^that  the  auditing  department  of  the  Erie  Railroad 
had  been  called  upon  to  furnish  information  to  the  Erie  Railroad 
at  that  time  on  the  subject  of  the  cost  of  moving  coal. 

I  simply  want  to  call  your  attention  to  that  and  to  ask  if  vou 
could  answer  positively  whether  or  not  your  department  did  fur- 
nish information  of  that  character. 

Mr.  Crawford.  It  did  not  as  far  as  I  can  recall.  I  wiU  be  very 
glad  to  look  up  that  matter. 

Mr.  Lyon.  If  it  is  possible  for  you  to  furnish  such  information* 
I  would  like  to  know  what  that  information  was. 

Mr.  Butler.  At  the  last  hearing  I  think  the  commission  sug- 
gested when  the  Pennsylvania,  the  New  York  Central  lines,  and  the 
Baltimore  &  Ohio  presented  a  consolidated  statement  that  they 
present  additional  evidence  showing  the  amount  of  additions  to 
capital  accoimt  since  1903,  the  period  covered  by  their  statem^its, 
segregating  those  additions,  to  snow  what  portion  came  from  earn- 
ings, what  portion  from  the  sale  of  bonds,  and  what  portion  from 
the  sale  of  stocks,  notes,  etc.,  together  with  the  amount  of  realiza- 
tion, the  percentage  of  realization  to  the  carrier  from  the  saJe  of 
the  securities. 

Have  you  prepared  any  such  statement  on  behalf  of  your  road  ? 

Mr.  Crawford.  No,  sir. 

Mr.  Butler.  You  do  not  know  whether  any  has  been  prepared  or 
not? 

Mr.  Crawford.  We  have  not.    It  can  readily  be  done. 

Mr.  Butler.  Do  your  books  show  those  facts? 

Mr.  Crawford.  Yes,  sir. 

Commissioner  Harlan.  Will  you  undertake  to  prepare  such  a 
statement? 

Mr.  Crawford.  I  will. 

Mr.  CowLES.  Can  you  give  us  a  memorandum  stating  the  propor- 
tion of  1,  c.  1.  freirfit  and  c.  1.  freight  on  your  road? 

Mr.  Crawford.  I  do  not  think  I  could. 

Mr.  Lamb.  Mr.  Crawford,  I  think  you  stated  that  the  items  of 
book  value,  as  shown  by  your  books  as  to  property  investment,  is 
what  your  books  show  the  mvestment  to  be  at  this  time? 

Mr.  Crawford.  Yes,  sir. 

Mr.  Lamb.  Does  that  cover  the  entire  history  of  the  Erie  Railroad* 
and  would  those  books  show  the  amount  of  money  put  into  the  road 
by  stockholders,  by  sales  of  bonds,  or  by  eaminjgs? 

Mr.  Crawford.  We  only  go  back  to  the  organization  of  the  present 
compaiw,  December  1,  1895. 

Mr.  Lamb.  Your  books  show  the  items  that  I  have  stated  fr(»n 
December  1,  1895? 

Mr.  Crawford.  Yes,  sir. 

John  G.  Walber  was  called  as  a  witness  by  and  on  behalf  of  the 
Baltimore  &  Ohio  Railroad  Co.,  and,  being  fii^  duly  sworn,  testified 
as  follows: 
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Direct  examination : 

Mr.  Bond.  Mr.  Walber,  what  is  your  position? 

Mr.  Waiber.  Assistant  to  third  vice  president  of  the  Baltimore 
&  Ohio  Bailroad  Co. 

Mr.  Bond.  In  your  official  connection  with  the  Baltimore  &  Ohio 
Bailroad  Co.  has  it  or  has  it  not  been  your  duty  to  deal  directly 
with  wage  movements  on  that  property  smce  1909 1 

Mr.  Walber,  It  has;  since  January,  1908. 

Mr.  Bond.  And  in  that  position  you  have  been  familiar  with  the 
wage  movement  in  the  whole  eastern  railroad  district  since  1908? 

Mr.  Walber.  Generally,  sir;  that  is  correct. 

Mr.  Bond.  Will  you  give  an  outline  of  those  movements,  Mr. 
Walber,  stating  the  amounts  as  w^l  as  you  can  in  a  general  way. 

Mr.  Walber.  I  have  a  memorandimi  prepared,  1^.  Bond,  and  I 
will  be  glad  to  read  it. 

Mr.  Bond.  I  will  introduce  that  memorandum  as  "Walber  Ex- 
hibit No.  1." 

(The  paper  referred  to  was  received  in  evidence  and  marked 
"J.  G.  Walber  Exhibit  No.  1,"  and  will  be  found  at  the  end  of 
this  hearing.) 

Mr.  Walber.  Estimates  for  29  of  the  38  railroad  systems,  parties 
to  this  rate  proceeding,  show  an  increase  in  wages  for  1918  over  1910* 
of  $48,618,972.41,  due  to  changes  in  rates  of  pay  and  working  con- 
ditions. 

This  figure  was  obtained  as  a  result  of  a  reciuest  to  the  railroads 
to  take  the  actual  performance  for  the  year  ending  Jime  30, 1913,  and 
compare  the  rates  of  pay  and  working  conditions  prevailing  in  that 
period  with  those  in  effect  in  October,  1909,  a  period  prior  to  the  date 
of  any  of  the  important  increases  subsequently  made. 

In  addition  to  the  increases  up  to  June  20, 1913,  careful  estimates 
show  that  the  increases  in  wages  recently  granted  to  the  firemen, 
conductors,  and  trainmen  will  add  not  less  man  $8,750,000  more  to 
the  expenses  of  the  railroads  parties  to  the  respective  arbitration 
proceeaiugs,  this  estimate  being  based  on  the  volimie  of  business  for 
the  calendar  year  1912. 

Mr.  Bond.  The  railroads  parties  to  this  last  arbitration  proceeding 
included,  or  excluded,  rather,  what  railroads  that  are  parties  here? 

Mr.  Walber.  The  Chesapeake  &  Ohio  Railroad  Co.  and  the  Nor- 
folk &  Western  Railroad  Co.  As  a  general  proposition  this  arbitra- 
tion covered  the  railroads  east  to  the  line  of  the  Illinois  Central 
Kailroad  on  the  west  and  north  of  the  Chesapeake  &  Ohio  Railroad. 
While  all  of  the  companies  lying  in  that  territory  have  not  been 
xiirectly  parties  to  the  arbitration  proceeding  in  each  of  the  three 
cases,  yet  even  where  they  were  not  parties  tney  have  had  to  make 
adjustments  practically  in  line  with  the  awarded  rates. 

The  1910  wage  movements  were  begun  by  the  conductors  and  train- 
men who  had  lormed  an  association  known  as  the  Eastern  Associa- 
tion of  General  Committees  of  the  Order  of  Railway  Conductors  and 
Brotherhood  of  Railroad  Trainmen. 

Late  in  December,  1909,  the  management  of  each  of  the  eastern 
railroads  was  presented  with  a  proposition  from  these  employees  for 
the  adoption  of  revised  rates  of  pay  and  certain  rules  governing 
working  conditions,  with  the  requ^  that  answers  be  given  on  Jwm- 
ary  20,  1910.    At  tne  same  time  the  presidents  of  the  two  organiza- 
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tions  communicated  with  the  managements  of  the  railroads  for  the 
purpose  of  ascertaining  whether  they  would  prefer  to  conduct  the 
negotiations  collectively  for  all  the  railroads  or  individually.  The 
managements  decided  to  negotiate  individually. 

Thereupon  the  Baltimore  &  Ohio  Railroad  Co.  was  selected  for 
opening  the  negotiations,  the  reason  for  such  selection  being,  as  stated 
by  the  representatives  of  the  employees,  that  the  bases  of  the  Balti- 
more &  Ohio  Railroad  schedules  more  nearly  corresponded  with  the 
revised  proposition  than  the  schedules  of  practically  every  other  east- 
ern railroad ;  also  that  it  meant  less  of  an  increase  for  the  Baltimore 
&  Ohio  Railroad  to  adopt  the  proposed  rates  than  any  other  railroad, 
with  perhaps  one  exception.  It  early  became  apparent  that  the  au- 
thority to  make  settlement  rested  entirely  with  the  representatives  of 
the  organizations  and  that  the  employees  of  the  individual  companies 
were  powerless  to  make  settlements  as  in  the  past. 

The  management  of  the  Baltimore  &  Ohio  Railroad  was  unable  to 
agree  with  the  representatives  of  the  organization;  thereupon  they 
appealed  to  the  individual  employees,  who  authorized  them  tK)  declare 
a  strike  in  the  event  satisfactory  terms  were  not  agreed  upon. 

After  such  proceeding  was  concluded  negotiations  were  resumed, 
and  it  being  found  impossible  to  reach  a  settlement,  the  services  of 
the  Federal  mediators,  under  the  Erdman  Act,  which  was  then  in 
effect,  were  requested  by  the  president  of  the  Baltimore  &  Ohio  Rail- 
road Co.,  the  representatives  of  the  employees  declining  to  join  in  the 
request.  At  the  request  of  the  mediators  the  representatives  of  the 
employees  agreed  to  conduct  negotiations  through  them,  and  after 
negotiations  lasting  a  week  or  more,  terms  of  settlement  were  reached 
upon  a  basis  which  was  practically  a  split  between  the  then  existing 
rates  and  those  requested. 

This  settlement — ^it  was  carefully  calculated  at  the  time — ^increased 
the  rates  of  pay  5.44  per  cent.  Effective  September  1,  1910,  due  to 
the  New  York  Central  arbitration  award,  as  explained  hereafter,  it 
was  necessary  to  increase  by  20  cents  per  day  the  yard  rates,  which 
had  been  agreed  upon  in  the  Baltimore  &  Ohio  settlement. 

It  was  also  necessary  to  apply  the  basis  of  the  Baltimore  &  Ohio 
settlement  to  the  Baltimore  &  Ohio  Southwestern  Railroad.  The 
effect  of  the  adjustment  in  the  yard  rates  and  the  adjustment  of  the 
Baltimore  &  Ohio  Southwestern  Railroad  schedules  was  to  increase 
the  percentage  to  9.05  for  the  conductors  and  trainmen  of  the  Balti- 
more &  Ohio  system. 

While  the  mediation  proceedings  were  pending  on  the  Baltimore 
&  Ohio  Railroad  negotiations  were  opened  by  the  two  organizations 
on  the  Boston  &  Maine  Railroad  and  the  New  York,  New  Haven  & 
Hartford  Railroad,  on  which  roads  settlements  were  reached  «i 
practically  the  same  basis  as  had  been  adopted  on  the  Baltimore  & 
Ohio  Railroad. 

Negotiations  were  also  begun  by  the  presidents  of  the  two  organi- 
zations on  the  New  York  Central  Railroad.  The  New  York  Central 
were  unwilling  to  adopt  the  rates  agreed  upon  in  the  Baltimore  A 
Ohio  settlement.  The  representatives  of  the  organizations  toe*  the 
position  that,  having  agreed  to  these  rates  on  the  Baltimore  A  Ohio 
through  Federal  m^iation,  they  could  not  reasonably  agree  to  anr 
other  rates  on  any  other  railroad,  having  declared  themselves  to  both 
the  Baltimore  &  Ohio  officials  and  the  Federal  mediators  that  what- 
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ever  rates  were  agreed  upon  for  the  Baltimore  &  Ohio  Railroad 
would  be  established  upon  the  eastern  roads,  so  far  as  the  means  at 
their  command  would  accomplish  it.  However,  after  prolonged 
negotiations  with  the  New  York  Central  Railroad  they  finally 
agreed  to  an  arbitration  of  their  request  as  applying  to  that  com- 
panv. 

The  representatives  of  the  employees  in  the  recent  arbitration 
proceedings  affecting  conductors  and  trainmen  made  a  statement 
that  approximately  17  railroad  companies  had  agreed  to  be  bound, 
by  the  New  York  Central  award,  and  as  soon  as  the  award  was 
annoimced  such  railroads  adopted  same. 

Negotiations  were  also  opened  on  all  other  railroads,  with  the 
result  that  by  practically  July,  1910,  the  schedules  of  practically  all 
the  eastern  lines  for  conductors  and  trainmen  had  been  revised  on  the 
basis  of  the  New  York  Central  award,  with  varying  dates  upon 
which  they  were  to  become  effective,  some  of  the  effective  dates  being 
extemded  mto  the  year  1911. 

It  was  estimated  that  the  settlement  on  the  New  York  Central 
Railroad  cost  17.4  per  cent ;  on  the  Cleveland,  Cincinnati,  Chicago  & 
St.  Louis  Railway,  12.7  per  cent;  on  the  Lake  Shore  &  Michigan 
Southern  Railway,  11.92  per  cent;  on  the  IVCchigan  Central  Railroad. 
19.8  per  cent;  on  the  Boston  &  Maine  Railroad,  19.6  per  cent;  and 
the  New  York,  New  Haven  &  Hartford  Railroad,  15  per  cent. 

Effective  April  1,  1910,  the  Pennsylvania  system  granted  to  all 
their  employees,  including  conductors  and  trainmen,  a  flat  increase 
of  6  per  cent,  with  the  exception  of  yardmen,  who  received  an  in- 
crease of  8.4  per  cent,  the  percentage  of  both  road  and  yardmen 
equalling  7  per  cent. 

While  the  Baltimore  '&  Ohio  Railroad  schedules  have  for  years 
been  on  the  basis  of  mileage,  that,  100  miles  or  less,  10  hours  or  less, 
constituting  a  day,  with  some  relatively  imimportant  exceptions,  the 
Pennsylvania  Railroad  had  had  two  bases  of  pay  for  enginemen  and 
trainmen,  commonly  known  as  a  high-rate  day,  applying  to  nms  of 
over  100  miles  with  overtime  after  12  hours,  and  a  low-rate  day, 
applying  to  runs  of  less  than  100  miles  with  overtime  after  11  hours. 

These  'rates  were  not  uniformly  applied,  but  their  application 
varied  according  to  the  class  of  service — ^that  is,  whether  through  or 
local — and  according  to  the  conditions  on  the  several  divisions.  The 
adjustment  of  6^. per  cent  placed  their  runs  on  practically  the  same 
basis  as  the  rates  ffranted  in  both  the  Baltimore  &  Ohio  settlement 
and  the  New  York  Central  award,  but  on  account  of  the  overtime 
limits  which  they  previously  enjoyed  the  employees  considered 
they  would  not  fare  so  well  compared  with  other  neighboring  lines 
as  they  had  formerly ;  also,  the  yard  rates  awarded  in  the  New  York 
Central  arbitration  were  higher  than  the  rates  the  Pennsylvania 
lines  were  paying,  including  the  6  per  cent  increase. 

The  employees  declined  to  accept  this  settlement,  and  on  July  1^ 
negotiations  were  broken  off,  the  men  notifying  the  company  tKat 
they  would  leave  the  service  within  48  hours.  Several  days  later, 
it  being  apparent  that  there  was  a  lack  of  understanding,  conferences 
were  resumed  and  further  adjustments  made,  effective  from  June  1, 
1910,  through  which  additional  increases  amounting  to  4.4  per  cent 
in  road  service  and  6.9  per  cent  in  yard  service  were  granted.  These 
coupled  with  the  previous  adjustments  produced  an  increase  of  12.35 
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per  cent  for  the  conductors  and  trainmen  on  the  Pennsylvania 
lines  east.  The  settlement  made  on  the  Pennsylvania  lines  west,  at 
approximately  the  same  time,  resulted  in  an  increase  of  12.37  per 
cent. 

While  there  has  been  no  definite  relation  between  the  rates  of  pay 
of  engineers,  firemen,  conductors,  and  trainmen,  for  a  great  many 
years  as  one  class  of  employees  has  been  increased  the  other  classes 
were  correspondingly  increased. 

The  managements  of  the  eastern  lines  received  requests  from  their 
engineers  and  firemen  for  adjustments  of  their  rates  of  pay  and 
working  conditions,  while  the  negotiations  were  pending  with  the 
conductors  and  trainmen,  and  settlements  were  made  by  these  com- 

{>anies  with  the  representatives  of  their  employees  very  largely  in 
ine  with  the  increases  granted  the  conductors  and  trainmen. 

On  the  Baltimore  &  Ohio  Railroad,  effective  April  1,  1910,  the 
engineers  received  increases  amounting  to  8.03  per  cent;  firraien, 
9M  per  cent. 

Pennsylvania  lines  east,  engineers,  effective  June  1,  12  per  cent; 
firemen,  effective  April  1  and  June  1,  9.6  per  cent. 

New  York  Central  &  Hudson  River  Railroad,  engineers,  effective 
May  1,  8.93  per  cent;  firemen,  effective  May  1,  9.8  per  cent. 

Lake  Shore  &  Michigan  Southern,  engineers,  effective  June  1, 
8.6  per  cent;  firemen,  effective  May  1,  7  per  cent. 

Michigan  Central,  engineers,  effective  September  1,  16.4  per  cent; 
firemen,  effective  May  1,  16.93  per  cent. 

Cleveland,  Cincinnati,  Chicago  &  St.  Louis,  engineers,  effective 
April  1, 11  per  cent;  firemen,  efltective  June  1,  5.3  per  cent. 

At  this  time  the  railroads  generally  also  increased  other  classes 
of  employees  to  greater  or  less  extent.    For  illustration : 

On  the  Baltimore  &  Ohio  Railroad  all  employees  receiving  less 
than  ^12  per  month  were  increased  6  per  cent,  effective  April  1, 
1910;  on  the  Pennsylvania  system  all  employees  receiving  less  than 
$300  per  month  received  an  increase  of  6  per  cent,  effective  April  1, 
1910;  ♦n  the  New  York  Central  and  Boston  &  Albanv  Railroads  all 
employees  receiving  less  than  $200  per  month  received  an  increase  of 
7  per  cent,  excepting  employees  whose  wages  had  been  increased 
January  1,  1910. 

With  the  exceptions  of  increases  granted  to  certain  occupation 
and,  in  some  cases,  certain  classes  or  service,  the  rates  established  in 
1910  continued  until  the  engineers'  arbitration  in  the  year  1912.  In 
January  of  that  year  the  eastern  railroads  were  presented  by  the 
committees  representing  their  engineers  with  a  request  for  revi- 
sion of  their  wag:e  schedules.  The  railroads  decided  to  handle  the 
movement  collectively ;  conferences  were  held  aiid  the  reque^s  of 
the  engineers  were  declined.  They  appealed  this  decision  to  the  in- 
dividual engineers,  who  authorized  their  representatives  to  call  t 
strike  in  the  event  of  satisfactory  settlement  not  being  reached. 
After  the  so-called  strike  vote  was  tabulated  conferences  were  re- 
sumed, but  the  railroads  refused  to  recede  from  their  position. 

Both  parties  refused  to  request  mediation  under  the  Federal  law, 
but  the  Federal  mediators  intervened  of  their  own  volition.  T^«r 
intervention  resulted  in  arranging  for  arbitration  by  a  special  boarf 
consisting  of  the  Hon.  Oscar  Straus  (chairman),  Dr.  Charles  K. 
Van  Hise,  Hon.  Frederick  Newton  Judson,  Mr.  Otto  N.  Eiglits. 
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Mr.  Albert  Shaw,  Mr.  Daniel  Willard,  representing  the  railroad 
companies,  and  Mr.  P.  KL  Morrissey,  representing  the  employees. 

Hearing  were  held  from  July  15  to  27,  inclusive,  and  the  board 
rendered  its  decision  as  of  November  2,  1912,  effective  from  May  1, 
1912. 

The  railroads  parties  to  this  arbitration  estimated  that  the  wages 
of  engineers  were  increased  approximately  $1,600,000,  or  4  per  cent. 
The  award  having  been  rendered  in  November,  1912,  none  of  the 
cost  appears  in  the  eicpenses  for  the  fiscal  year  ending  June  80, 
1912,  tne  increase  for  M!ay  and  June  beiiig  taken  up  in  the  expenses 
for  the  fiscal  year  ending  June  30,  1913.  These  rates  are  still  in 
effect  for  the  engineers. 

The  application  of  this  award  to  the  Baltimore  &  Ohio  cost 
$193,924.60,  or  5.16  per  cent. 

The  agreement  to  arbitrate  the  engineers'  questions  was  executed 
in  New  York  City  on  April  30,  1912.  On  April  29  the  president  of 
the  Brotherhood  of  Locomotive  Firemen  and  Enginemen  commu- 
nicated with  the  chairman  of  the  conference  committee  of  managers, 
inclosing  a  proposition  for  revision  of  their  schedules  and  asking 
whether  it  would  be  agreeable  to  handle  the  negotiations  collectively 
or  individually.  The  railroad  companies  decided  to  handle  it  col- 
lectively. 

Owing  to  the  pending  hearings  in  the  engineers'  arbitration  pro- 
ceedings negotiations  with  the  firemen  had  to  be  deferred.  Meet- 
ings were  held  in  July  and  August,  but  they  were  only  of  a  pre- 
liminary nature.  Final  conferences  began  on  December  3,  1912, 
and  with  several  intermissions  continued  until  January  16,  when,- 
owing  to  the  inability  to  agree,  the  firemen  adjourned  and  pre- 
sented the  situation  to  the  employees  on  each  railroad  and  were 
authorized  to  call  a  strike  in  the  event  of  satisfactory  settlement 
not  being  reached. 

On  February  11  conferences  were  resumed,  but  it  still  being  im- 
possible for  the  railroads  and  firemen  to  agree  both  parties  joined 
in  requests  to  the  Federal  mediators  to  intervene. 

This  intervention  resulted  in  arranging  for  arbitration  under  the 
terms  of  the  Erdman  Act,  the  arbitrators  selected  being  the  Hon. 
William  L.  Chambers  (chairman),  Mr.  W.  W.  Atterbury,  repre- 
senting the  railroad  companies,  and  Mr.  Albert  Phillips,  repre- 
senting the  employees. 

The  arbitration  proceedings  began  in  New  York  City  on  March 
10,  terminating  on  April  5.  The  decision  was  rendered  April  23, 
effective  from  May  3,  1913. 

Owing  to  numerous  questions  arising  under  this  award  it  has 
not  been  applied  in  its  entirety  on  all  railroads,  but  the  conference 
committee  of  managers  have  made  a  careful  estimate  of  the  cost 
thereof,  which  is  $2,757,000  per  annum,  or  9.4  per  cent,  based  on 
operations  for  the  calendar  year  of  1912. 

The  Baltimore  &  Ohio  Railroad  Co.  has  applietl  the  award,  and 
careful  calculations  show  the  increased  cost  per  annum  to  be  $295,500, 
or  10.57  per  cent. 

While  the  negotiations  with  the  firemen  were  in  progress  a  com- 
munication, dated  December  28,  1912,  was  addressed  to  the  chairman 
of  the  conference  committee  of  managers  by  the  presidents  of  the 
Order  of  Railway  Conductors  and  Brotherhood  of  Railroad.  Train- 
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men,  advising  that  on  January  6,  19l3,  certain  wage  propositions 
would  be  presented  by  the  committees  of  the  two  organizations  to  the 
representatives  of  the  eastern  raikoads  east  of  Chicago  and  north  of 
the  Chesapeake  &  Ohio  Railroad,  and  inquiring  whether  it  would  be 
agreeable  to  the  railroads  to  handle  the  negotiations  collectively  or 
individually.  On  various  dates  in  the  early  part  of  January,  1913, 
each  of  the  railroads  involved  received  these  requests  from  their 
respective  committees.  The  railroad  companies  decided  to  handle 
the  negotiations  collectively. 

On  account  of  the  pendm^  arbitration  proceeding  with  the  fire- 
men it  was  impossible  to  hold  conferences  until  April  22. 

It  developed  that  it  was  impossible  to  reach  a  settlement,  and  the 
representatives  of  the  conductors  and  trainmen  returned  to  their 
respective  railroads,  presenting  the  situation  to  the  employees,  and 
obtained  authority  to  declare  a  strike  in  the  event  of  their  inability 
to  negotiate  satisfactory  settlement. 

Conferences  were  resumed  on  July  8,  continuing,  with  several 
intermissions,  imtil  July  16,  when  it  was  concluded  that  a  s^tlement 
could  not  be  reached.  A  request  signed  jointly  by  the  chairman  of 
the  conference  committee  of  managers  and  the  presidents  of  the  two 
organizations  was  thereupon  addressed  to  the  President  of  the  United 
States  for  the  services  or  the  Board  of  Mediation  and  Conciliation, 
as  provided  in  the  Newlands  Act,  which  had  recently  been  passed, 
superseding  the  Erdman  Act. 

Through  this  intervention  an  agreement  to  arbitrate  the  differences 
were  entered  into  on  July  26.  The  board  selected  consisted  of  the 
Hon.  Seth  Low  (chairman),  Dr.  John  H.  Finley,  Messrs.  W.  W.  At- 
terbury  and  A.  H.  Smith,  representing  the  railroad  companies,  and 
Messrs.  L.  E.  Sheppard  and  £>.  L.  Cease,  representing  the  employees. 

The  hearings  began  on  September  11  and  terminated  October  10. 
The  award  was  rendered  November  10,  effective  from  October  1, 1913. 
Up  to  this  time  the  award  has  not  been  applied,  but  the  arbitrators 
state  in  their  award  that  the  cost  is  estimatea  at  $6,000,000  per  annum, 
or  Tper  cent. 

While  the  management  of  the  Baltimore  &  Ohio  Bailroad  and  the 
representatives  of  the  employees  have  not  up  to  this  time  had  confer- 
ence for  the  purpose  of  revising  the  schedules  to  conform  to  the 
award,  careful  estimates  have  been  made  of  the  cost  thereof,  whidi 
indicates  that  the  wages  of  conductors  and  trainmen  on  the  railroad 
will  be  increased  $578,112  per  annum,  or  7.55  per  cent. 

It  will  be  seen  from  the  foregoing  that  since  and  in  addition  to 
the  wage  increases  granted  in  the  calendar  year  1910,  a  small  portion 
of  which  was  effective  in  the  fiscal  year  ending  June  30,  1910,  the 
engineers,  firemen,  conductors,  and  trainmen  nave  been  awarded 
increases  through  arbitration  proceedings  amoimtin^  to  $10,350,000 

Eer  annum  on  the  eastern  railroads,  and  increases  m  rates  of  pay 
ave  been  granted  to  various  other  classes  of  labor  amounting  to 
large  sums  in  the  aggregate  in  addition  to  those  granted  in  the 
year  1910. 

Mr.  Bond.  On  the  first  page  you  give  the  figure  of  $8,750,000  and 
on  the  last  page  you  mention  the  figure  of  $10,350,000.  State  how  far 
those  figures  include  the  same  awards  and  state  why  there  is  a 
difference. 
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Mr.  Walber.  The  amount  of  $10,350,000  is  made  up  of  the  cost 
of  the  three  arbitration  awards,  namely,  for  the  engineers,  $1,600,000, 
which  was  effective  from  May  1,  1912.  The  cost  of  that  award  is 
in  the  fiscal  year  ending  Jime  30,  1913. 

The  fireman's  arbitration  award  represents  $2,750,000,  which  was 
effective  from  May  1,  1913.  Some  few  of  the  railroads  have  in  their 
expenses  the  portion  of  that  for  the  fiscal  year  ending  June  30,  1913, 
a  portion  of  the  cost  for  the  two  months  of  May  and  June,  but  by  far 
the  greater  portion  have  not  applied  the  award,  and  none  of  the 
expense  of  it  appears  in  the  accounts  for  the  fiscal  year  ending  Jime 
30,  1913. 

The  balance  of  $8,000,000  entering  into  the  total  of  $10,350,000  is 
represented  by  the  award  in  the  conductors'  and  trainmen's  case, 
which  was  effective  from  October  1.  1913,  the  cost  of  which  will  not 
appear  imtil  the  accoimts  for  this  nscal  year,  ending  June  80,  1914, 
will  have  been  completed. 

Mr.  Bond.  I  hand  you  a  statement  headed  "Increases  in  wages 
due  to  changes  in  ratc^  of  pay,  year  ended  June  30,  1913,  compared 
with  year  ended  June  30,  1910."  Will  you  state  what  that  is?  I 
will  first  introduce  that  as  "  Walber  Exhibit  No.  2." 

(The  paper  referred  to  was  received  in  evidence,  marked  "J.  G. 
Walber  fexhibit  No.  2,"  and  will  be  found  at  the  end  of  this  hearing.) 

Mr.  Waiter.  This  is  a  statement  compiled  from  the  report  ren- 
dered by  tiie  railroad  companies  shoVn  upon  the  request  of  a  com- 
mittee on  accountants  in  connection  with  this  rate  proceeding.  Their 
instructions  were  to  take  all  wages  for  the  year  1913  and  apply 
thereto  the  rates  in  effect  prior  to  the  increase  granted  in  1910;  in 
other  words,  to  show  how  much  of  the  wages  in  191<3  were  due  to  the 
advances  granted  since  1909. 

The  figures  in  the  first  column, "  Increase  in  wages  1913  over  1910," 
represent  this  cost. 

It  will  be  noted  that  a  few  of  the  roads  are  missing.  The  rail- 
roads reporting,  however,  represent  83.62  per  cent  of  gross  earnings 
and  practically  85  per  cent  of  mileage  of  nrst  main  track. 

There  is  an  explanatory  note  at  the  bottom  of  the  statement  "  In- 
crease in  wages,  1913  over  1910;  returns  of  the  railways  to  the  ac- 
counting committee."  "Aggregate  wages,  1913;  gross  earnings, 
1913;  miles  of  first  main  track  operated;  returns  of  the  railways  to 
the  Interstate  Commerce  Commission." 

There  is  an  additional  note  indicating  that  the  amount  for  the  New 
York  Central  excludes  the  Pittsburgh  &  Lake  Erie;  the  Lake  Erie  & 
Western;  the  Toledo  &  Ohio  Central;  and  the  Chicago,  Indiana  & 
Southern. 

It  is  proper  to  state  that  the  cost  represented  in  the  New  York 
Central  Lines  in  this  statement  are  the  New  York  Central  &  Hudson 
River  Railroad,  the  Lake  Shore  &  Michigan  Southern,  the  Michigan 
Central,  and  the  Cleveland,  Cincinnati,  Chicago  &  St.  Louis.  The 
aggregate  wages  are  those  reported  by  those  four  companies  and  also 
the  gross  earnings  and  miles  of  main  track. 

Mr.  Bond.  What  is  the  per  cent  of  increase? 

Mr.  Walber.  The  increase  in  wages  of  $48,618,972.41  is  10.62  per 
cent. 

Mr.  Bond.  10.62  per  cent  of  what? 
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Mr.  Walber.  Of  the  aggregate  wages  shown  of  $506,000,000,  or 
110.62  per  cent  of  what  they  would  have  been  if  the  1909  rates  had 
been  in  effect  in  the  year  1918. 

Mr.  Bond.  The  $506,000,000  is  the  gross  pay  rolls  of  all  the  roads 
mentioned? 

Mr.  Walber.  Yes. 

Mr.  Bond.  As  I  understood  your  testimony,  in  this  $48,000,000 
there  is  included  the  award  to  the  firemen  only  for  two  months  in 
the  case  of  a  few  of  the  railroads. 

Mr.  Walber.  Yes. 

Mr.  Bond.  I  will  ask  you  now  with  particular  reference  to  the 
Baltimore  &  Ohio  Railroad.  You  have  a  statement  entitled  "Amount 
of  increase  in  fiscal  years  indicated  over  fiscal  year  1909  due  to  in- 
creased rates  of  pay  and  changes  in  working  conditions."  That  has 
attached  to  it  five  pages,  which  are  headed  "  Details  of  increase  due 
to  increased  rates  of  pay  and  changes  in  working  conditions."  Will 
you  please  state  what  those  tables  are?  In  the  first  place,  I  will 
mtroduce  these  six  sheets  as  "  Walber  Exhibit  No.  3." 

(The  papers  referred  to  were  received  in  evidence,  marked  "  J.  G. 
Walber  Exhibit  No.  3,"  and  will  be  found  at  the  end  of  this 
hearing^ 

Mr.  Walber.  They  are  marked  "  Exhibit  A,"  but  I  do  not  know 
why  they  were  marKed  in  that  manner. 

Mr.  Bond.  The  first  page  is' a  summary  of  the  other  pa^es? 

Mr.  Walber.  The  fii^  page  is  a  summary  of  the  detail  sheets 
accompanying  it. 

It  might  be  enlightening  if  I  preface  my  explanation  with  a 
statement  of  a  condition  which  applied  generally  to  the  wage 
schedules  affecting  train  and  engine  employees. 

They  do  not  have  a  imiform  rate  of  pay  for  each  class  of  service. 
Different  rates  are  paid  for  passenger,  for  through  freight,  for 
local  freight,  and  in  some  cases  varying  rates  are  paid  for  mine- 
run  service  and  for  yard  service.  In  fact,  there  are  seven  or  eight 
classifications  of  service  for  which  different  rates  of  pay  are  al- 
lowed. Therefore  the  cost  depends  largely  upon  the  relations  of 
these  different  classes  of  service  to  the  total.  The  percentage  of 
increase  in  the  several  classes  of  service  vary.  Therefore  it  is  neces- 
sary, or  we  have  found  it  necessary  at  any  rate  in  our  experience, 
to  ascertain  the  amount  of  service  of  each  class,  then  taking  the 
cost  under  the  former  schedule  and  apply  the  new  rate  by  classes. 
That  has  been  our  experience  for  five  or  six  years.  We  take  the 
individual  time  slips  of  the  men.  They,  of  course,  show  the  cost 
under  the  former  rates.  Then  we  apply  against  those  time  slips  the 
new  rates,  and  in  that  way  get  the  increiSed  cost  for  each  class  of 
service.  We  also  use  these  time  slips  to  arrive  at  the  total  for 
each  class. 

Having  ascertained  the  percentage  that  each  class  bears  to  the 
total  for  that  month,  we  take  those  percentages  and  apply  them 
against  the  wages  for  the  year  and  apply  the  percentage  for  eadi 
class  that  is  due  to  a  change  in  rate  to  the  wages  for  that  class  of 
service  for  the  year.  In  that  way  we  feel  that  we  get  an  accurate 
estimate  of  the  cost  of  each  wage  adjustment. 

Mr.  Bond.  For  these  particular  figures  what  month  did  you  take! 
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Mr.  Walber.  We  took  the  month  of  October,  1909,  as  the  base 
month — that  is,  the  rates  in  effect  in  1909  originally — ^to  get  the 
1910  increase.  The  negotiations  were  pending  at  that  time,  and 
the  1910  fi^re  was  therefore  used.  But  tor  each  of  the  succee(Ung 
years,  having  asc^i;ained  the  percentage  originally,  we  followed  it 
through  each  wa^e  adjustment. 

For  instance,  the  first  adjustment  of  the  Baltimore  &  Ohio  Rail- 
road, as  explained,  was  that  for  the  conductors,  which  was  effective 
March  1,  1910.  The  rates  established  by  that  settlem-ent  extended 
through  to  May  1,  1912.  The  percentage  of  cost  of  the  March  1, 
1910,  adjustment  was  6.738  per  cent,  and  therefore  the  wages  to 
May  1,  1912,  were  106.738  per  cent  of  what  they  would  have  been 
if  the  1909  rates  had  been  in  effect. 

Then  effective  May  1,  1912,  an  adjustment  equalling  3.97  per  cent 
on  the  wages  of  conductors  was  allowed.  On  June  30,  1912,  we 
established  a  new  percentage  of  110.9  per  cent  over  the  1909  cost. 
This  percentage  was  continued  through  to  the  end  of  the  fiscal  year 
June  30,  1913. 

That  same  method  was  followed  out  in  arriving  at  the  cost  for 
the  trainmen,  the  settlement  with  the  conductors  and  trainmen 
having  been  made  at  the  same  time. 

Effective  April  1,  1910,  the  engineers  received  an  increase  of  8.2 
per  cent,  and  that  continued  through  until  July  1,  1911,  when  our 
adjustment  of  2.378  per  cent  was  allowed,  fixing  the  increase  at 
110.59  per  cent  over  the  1909  rates. 

That  continued  through  until  the  engineers'  arbitration,  effective 
May  1,  1912.  No  adjustment  was  made  in  the  fiscal  year  ending 
June  30,  1912,  and  no  cost  is  shown.  From  July  1,  1912,  we  have 
this  increase  of  4.58  per  cent,  building  up  an  increase  percentage  of 
115,66  per  cent  up  to  June  30, 1913,  over  the  1909  rate. 

With  the  firemen  the  same  process  was  used. 

With  the  telegraph  operators  we  took  the  cost  of  each  settlement — 
there  were  two  in  this  period — and  we  took  the  percentage  for  each 
settlement  figured  on  the  pay  roll,  taking  the  individual  office,  and 
the  increase  in  the  rate  for  each  of  the  individual  offices;  we  then 
calculated  the  percentage,  and  applied  that  against  the  pay  roll  for 
each  year  for  telegrajih  operators  for  the  months  in  which  the 
adjustments  were  enective. 

In  the  motive-power  department  the  pay  rolls  for  each  month 
since  1910  were  analyzed  month  by  month. 

It  mi^ht  be  well  for  me  to  state  here  that  on  our  railroad  no 
increase  m  the  rates,  the  positions,  or  the  jobs,  as  thej^  may  be  called, 
in  the  motive-power  department  may  be  granted  without  authority 
from  the  head  of  the  operating  department.  It  is  therefore  neces- 
sary that  written  authority  be  obtained  for  each  instance,  and  we 
have  adopted  a  form  for  that  purpose.  Those  forms  are  of  record 
in  the  accounting  department.  We  trace  through  each  authority 
for  an  increase  in  a  position.  Where  there  is  an  increase  due  to  one 
man  superseding  another  in  the  same  place — ^that  is,  in  the  line  of 
promotion — ^no  account  was  taken  of  it.  Only  the  increases  for 
positions  were  taken  into  account.  This  was  run  through,  month 
by  month,  for  each  month  in  which  these  increases  were  effective, 
and  the  motive-power  department  cost  was  shown  to  be,  for  the  year 
ending  June  30,  1910,  $173,174;  for  the  fiscal  year  endinffJune  30, 
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1911,  $615,127.84;  for  the  fiscal  year  ending  June  30,  1912,  $786,544; 
and  for  the  fiscal  year  ending  June  80, 1913,  $1,262,206.77. 

Mr.  Bond.  How  about  the  maintenance  of  way? 

Mr.  Walber.  I  am  coming  to  that  in  just  a  moment.  I  have  a 
blue  print  here  showing  the  method  through  which  the  motive- 
power  costs  were  ascertamed,  and  I  will  be  glad  to  furnish  as  many 
coDies  as  desired  at  a  later  date. 

Mr.  Bond.  We  will  furnish  copies  of  these  detail  tables  showing 
how  it  was  worked  out.  I  do  not  want  to  introduce  them,  because 
I  think  they  just  cimiber  the  record. 

Mr.  Walber.  In  the  maintenance  of  way  department  we  have  a 
somewhat  different  condition.  The  only  changes  in  rates  of  pay 
were  those  effected  by  the  6  per  cent  increase  which  was  granted 
April  1, 1910,  and  an  additional  3i  per  cent  increase  granted  July  1, 

This  3^  per  cent  increase  was  arrived  at  by  taking  the  changes  in 
rates  panted  at  that  time,  as  applied  to  the  pay  roll.  That  is  com- 
paratively simple  as  to  the  maintenance  of  way  department,  as  it 
only  had  two  adjustments,  and  the  individual  adjustments  amounted 
to  only  about  something  like  $16,000  a  month,  and  it  was  therefore 
comparatively  easy  to  ascertain  the  cost 

We  had  more  difficulty,  perhaps,  in  arriving  at  the  increase 
under  the  heading  of  "Miscellaneous  or  other  employees."  As 
stated  in  connection  with  the  motive-power  department,  it  was  neces- 
sary to  look  up  all  of  the  individual  authorities  which  had  been 
given  for  increases.  These  were  run  down  through  each  month  on 
the  pay  roll,  and  the  increases  calculated  month  by  month  in  order 
to  get  the  expenses  due  to  changes  in  rates.  We  did  not  want  to 
include  any  increase  on  account  of  the  increased  number  of  em- 
ployees, but  it  was  our  effort  to  show  only  that  part  of  our  increased 
expense  which  was  due  to  changes  in  rates  of  pay  for  certain  defined 
positions. 

Mr.  Bond.  The  result  of  that  examination  is  that  the  several  de- 
partments and  classes  of  employees  are  shown  on  this  first  page? 

Mr.  Walber.  Yes,  sir. 

Mr.  Bond.  Will  you  state  what  the  increases  were  over  1909,  year 
by  year? 

Mr.  Walber.  For  the  fiscal  year  ending  June  30, 1910,  the  increase 
was  ascertained  to  be  $689,680.20. 

Mr.  Bond.  That  was  really  only  for  three  months? 

Mr.  Walber.  Those  increases  were  effective  on  various  dates  dur- 
ing that  time.  Some  were  effective  March  1,  some  April  1,  and  some 
May  1,  but  the  increases  were  calculated  for  the  month  in  which  they 
were  effective. 

For  the  year  ending  June  30,  1911,  the  increase  was  up  to  $2,758,- 
792.40. 

For  the  year  ending  June  30, 1912,  it  was  $3,248,216.32. 

For  the  year  ending  June  30, 1913,  it  was  $4,758,695.02. 

The  last  column  represents  the  estimated  increase  of  the  year  191S 
over  1910.  In  other  words,  that  figure,  $4,069,014.02,  we  ascertained 
by  taking  from  $4,758,695,  the  total  tor  the  year  endinff  June  30, 
1913,  the  amount  of  $689,680,  shown  in  the  first  column.  The  heading 
might  perhaps  be  a  little  more  accurate.  It  is  really  the  difference 
between  the  cost  in  1913  and  the  cost  in  1910. 
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Mr.  Bond.  The  cost  in  1911  over  1910  was  how  much? 

Mr.  Walber.  $2,758,792.40, 

Mr.  Bond.  That  is  over  1910.    You  have  not  subtracted  $689,680? 

Mr.  Walber.  That  will  give  you  the  difference  between  the  two 
increases. 

Mr.  Bond.  That  is  what  I  want. 

Mr.  Walber.  That  is  the  actual  increase,  $2,758,792,  over  1910. 

Mr.  Bond.  What  I  wanted  to  call  your  attention  to  was  the  fact 
that  there  was  about  $2,000,000  difference  between  1910  and  1911.  Is 
not  that  so? 

Mr.  Walber.  Yes,  sir. 

Mr.  Bond.  And  the  total  difference,  when  you  get  up  to  1913,  is 
over  $4,000,000? 
•Mr.  Walber.  $4,069,000. 

Mr.  Bond.  So  that  the  increase  in  expenses  in  1913  due  to  increases 
in  pay  since  the  first  wage  increase  that  you  have  testified  to,  in  1910, 
is  about  as  great  as  those  due  to  the  increase  in  1910,  or  nearly  so? 

Mr.  Walber.  Not  entirely  so,  because  we  had  the  element  of  thp 
increased  volume  of  business  in  the  two  periods. 

Mr.  Bond.  I  understand  that  it  is  subject  to  that. 

Mr.  Walber.  And  those  increases  granted  in  1910  had  to  be  applied 
to  all  the  business  handled  in  1913,  1912,  and  1911,  and  van^  accord- 
ing to  the  volume  of  business;  but  the  cost  shown  here,  I  want  to 
make  plain,  is  onlv  that  part  attributable  to  the  changes  in  rates. 

Mr.  Thorne.  rfave  you  that  expense  due  to  increased  rates  of  pay 
separated  from  maintenance  of  equipment  like  you  have  for  main- 
tenance of  way? 

Mr.  Walber.  Yes;  the  increase  for  maintenance-of -equipment  em- 
ployees.   Is  that  your  question? 

Mr.  Thorne.  Yes. 

Mr.  Walber.  Yes;  they  are  shown  separately.  That  is  shown  at 
the  bottom  of  the  summary. 

Mr.  Brandeis.  As  doubt  has  been  expressed  as  to  what  was  meant 
in  the  first  page  of  your  memorandum  by  the  expression  "Due  to 
changes  in  rates  of  pay  and  working  conditions,"  will  you  make 
that  a  little  clearer? 

Mr.  Walber.  For  illustration,  Mr.  Brandeis,  one  of  the  working 
conditions  is  the  basis  of  overtime.  In  the  New  York  Central 
award  they  created  a  new  overtime  rule,  one  that  never  had  been 
adopted  anywhere  before  in  passenger  service:  Overtime  after  8 
continuous  hours  in  a  12-hour  period,  with  overtime  for  12  hours 
elapsed  time.  That  is  a  change  in  working  conditions.  Generally 
employees  were  paid  overtime  tor  10  hours.  The  difference  between 
the  cost  of  overtime  under  the  old  rule  and  the  cost  under  the  new 
rule  was  shown. 

Comparativelv  recently  a  new  rule  has  been  adopted  for  com- 
pensation for  holding  employees  at  terminals  away  from  their 
nomes  beyond  a  certain  time.  We  now  pay  for  that,  and  we  did  not 
have  to  pay  for  it  before. 

Commissioner  Harlan.  That  illustrates  the  point. 

Mr.  Walber.  Those  are  what  we  call  "working  conditions.'* 
There  are  quite  a  number  of  those  conditions. 

Mr.  James.  I  notice  that  one  of  the  rules  prescribed  as  a  working 
rule  is  to  the  effect  that  100  miles  or  less  would  constitute  a  day. 
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Mr.  WaIiBer.  Yes. 

Mr.  James.  Does  that  mean  if  a  passenger  conductor,  a  trainnuui, 
or  engineman  should  take  out  a  train  and  run  60  miles  an  hour,  con- 
suming about  an  hour  and  a  half,  that  he  would  get  a  whole  day's 
pay  for  that  hour  and  a  half's  time? 

Mr.  Walber.  Yes. 

Mr.  James.  That  kind  of  run  applies  more  to  passenger  service 
than  to  freight  service? 

Mr.  WaIiBer.  Yes. 

Mr.  James.  So  that  this  increased  burden  of  these  working  rules 
fell  more  heavily  upon  passenger  service  than  upon  freight  service! 

Mr.  Walber.  You  used  the  illustration  of  60  miles  an  hour.  I 
had  in  mind  applying  60  miles  an  hour  to  passenger  service.  But 
under  the  penalty  rule  I  will  have  to  correct  that  answer. 

Mr.  James.  Well,  we  will  take  a  passenger  train  running  30  miles 
an  hour,  running  3  hours  and  a  fraction.  They  would  get  a  day's 
pav  for  that. 

Mr.  Walber.  They  get  paid  bv  the  miles  or  hours,  whichever  is 
the  greater.  If  they  run  100  miles  in  3  hours,  they  would  get  paid 
for  the  100  miles.  If  they  run  100  miles  in  8  hours  they  would  get 
paid  for  the  8  hours. 

Mr.  James.  I  wanted  to  get  at  the  application  of  the  rule. 

Mr.  Walber.  This  penalty  element  in  the  situation  to  which  you 
refer,  of  100  miles  or  less  constituting  a  day,  is  applicable,  I  should 
say,  in  95  or  more  cases  to  freight  service  than  to  passenger  service. 

Mr.  James.  You  mean  in  practice? 

Mr.  Walber.  Yes. 

Mr.  James.  That  is  because  a  run  of  100  miles  takes  how  much 
time  in  fact? 

Mr.  Walber.  The  freight  basis  is  usually  10  miles  per  hour.  In 
order  to  get  that  clear,  let  me  state  this  peculiarity  of  the  wage 
schedule.  On  our  railroad  in  our  heaviest  originating  territory, 
territory  where  we  originate  the  greatest  tonn^e,  the  Marysville 
region,  for  instance,  in  the  Connellsville  district,  practically  all 
the  tonnage  originating  there  going  westbound  has  to  be  taken  to 
ConnellsvSle,  a  distance  of,  say,  60  miles  from  the  assembling  yards. 
For  those  60  miles  we  have  to  pay  for  100  miles.  Eastbound  for 
58  miles  or  62  miles,  depending  upon  where  it  originates,  we  have  to 
pay  for  100  miles.  Coining  out  of  West  Virginia,  all  West  Virginia 
coal  coming  east  from  Grafton  and  Keyser,  78  miles,  carries  a  bonus 
of  22  miles  in  each  case.  The  movement  between  Fairmont  and 
Grafton,  25  miles,  we  operate  as  a  turn  around.  For  that  torn 
around,  25  miles  each  way,  or  50  miles,  we  have  to  pay  for  100  miles. 
That  is  the  condition  that  confronts  us  on  the  question  of  100  miles 
or  less  constituting  a  day. 

Mr.  James.  Why  did  you  exclude  the  Pittsburgh  &  Lake  Erie 
Railroad  ? 

Mr.  Walber.  They  have  not  furnished  the  cost  of  their  wage  ad- 
justment, and  therefore  we  had  to  omit  them. 

Mr.  James.  Is  that  the  reason  you  excluded  the  Lake  Erie  4 
Western  and  the  Toledo  &  Ohio  Central,  and  so  forth? 

Mr.  Walber.  That  is  the  explanation  for  the  exclusion  of  all  of 
the  companies  parties  to  this  proceeding. 
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Mr.  James.  With  reference  to  your  Exhibit  No.  2,  the  first  column 
represents  the  increase  in  both  passenger  and  freight  ? 

Mr.  Walber.  It  is  the  itemized  cost  in  each  class  as  shown — pas- 
senger, through  freight,  local  freight 

Mr.  James.  No  :  I  am  speaking  of  Exhibit  No.  2. 

Mr.  Walber.  That  is  the  total  of  wages,  Mr.  James. 

Mr.  James.  In  the  second  colimm  you  give  aggregate  wages  for 
1918.  In  the  first  colmnn  increase  in  wages,  1913  over  1910,  and  by 
subtraction  you  can  get  the  aggregate  wages  of  1910. 

Mr.  Walber.  Yes. 

Mr.  James.  In  your  next  column  you  give  gross  earnings,  1913, 
but  you  have  no  column  showing  gross  earnings  for  1910. 

JMb.  Walber.  No.  The  only  purpose  in  showing  the  gross  earn- 
ing and  the  miles  of  first  main  track  was  to  have  a  measure  indi- 
cating the  number  and  value  of  the  railroads  included  in  the 
$48,000,000. 

Mr.  James.  Those  gross  earnings  are  passenger  and  freight? 

Mr.  Walber.  Gross  from  all  sources ;  every  operation. 

Mr.  Lyon.  I  understand  that  you  represented  the  Baltimore  & 
Ohio  in  these  negotiations  with  regard  to  wages? 

Mr.  Walber.  In  the  engineers'  case  I  represented  the  third  vice 

President,  but  in  the  firemen  and  conductors'  cases  I  represented  the 
►altimore  &  Ohio  conference  committee,  and  in  addition  had  been 
made  chairman  of  a  subcommittee  which  handled  all  the  statistics 
and  exhibits  which  were  introduced  at  the  hearing. 

Mr.  Lyon.  In  those  negotiations  did  the  Baltimore  &  Ohio  Rail- 
road take  the  position  that  the  employees  were  not  entitled  to  an 
increase  in  wages? 

Mr.  Walber.  We  did. 

Mr.* Lyon.  Upon  what  did  you  base  that  contention? 

Mr.  Walber.  We  based  that  contention  on  the  amount  of  wages 
they  were  receiving;  on  the  value  of  service  performed,  as  we  viewed 
it  We  felt  that  for  the  services  they  were  rendering  they  were 
adequately  compensated. 

Mr.  Lyon.  Did  you  base  that  upon  the  revenue  which  you  were 
receiving  for  the  services  you  rendered  the  public,  or  did  you  base 
it  upon  a  comparison  with  the  wages  for  similar  services  outside  of 
the  railroads? 

Mr.  Walber.  We  did  not  make  much  of  a  comparison  with  service 
outside  of  the  railroads.  Statistics  bearing  on  that  are  very  meager. 
For  instance,  we  looked  for  such  data  in  the  conductors'  and  train- 
men's case  and  we  could  only  find  it  in  one  State,  the  State  of  Penn- 
sylvania. They  had  a  department  of  labor  and  published  data.  The 
other  States  in  the  eastern  territory  had  no  such  data. 

We  took  the  position  that  for  the  services  they  rendered,  con- 
sidering the  hours  that  they  consumed  in  doinj^  it  and  the  earnings 
they  received  for  it,  the  wages  per  hour  which  we  calculated,  they 
were  very  well  compensated  for  what  they  did. 

In  the  conductors  and  trainmen's  case  they  themselves  took  the 
position  that  they  did  not  claim  that  they  should  "participate  in 
the  productivity."    I  think  that  is  the  term  they  used. 

Mr.  Lyon.  Tiien  the  wages  on  the  Baltimore  &  Ohio  had  been 
increased,  not  because  the  Baltimore  &  Ohio  thought  their  em- 
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ployees  were  entitled  to  an  increase,  but  because  the  employees  de- 
manded the  right  to  participate  in  this  productivitjr  ? 

Mr.  Walber.  No;  they  declined  to  taKe  that  position. 

Mr.  Lyon.  I  misunderstood  you. 

Mr.  Walber.  In  the  conductors  and  trainmen's  case  they  abso- 
lutely refused  to  put  up  any  such  argument. 

Mr.  Lyon.  Upon  what  did  they  base  their  argument? 

Mr.  Walber.  In  the  conductors  and  trainmen's  case  the  basis  of 
the  argument  was  the  fact  that  higher  rates  are  paid  in  the  West 
than  in  the  Southeast.    That  appears  to  be  the  qpse. 

Mr.  Lyon.  That  the  wages  were  not  in  line  with  the  wages  paid 
by  other  railroads  in  other  sections  of  the  country  ? 

Mr.  Walber.  Yes. 

Mr.  Lyon.  Does  the  Baltimore  &^  Ohio  Railroad  Co.  feel  that 
the  employees  are  entitled  to  the  increase  which  has  been  made! 

Mr.  Walber.  That  is  rather  a  delicate  question.  Havinjg  been 
an  arbiter  and  having  agreed  to  abide  by  the  arbitrated  decision,  I 
would  much  prefer  not  to  express  myself  on  that,  although  I  will 
if  necessary. 

Mr.  Lyon.  I  shall  ask  the  commission  to  allow  jou  to  express 
your  view.  I  think  it  is  very  important  to  my  position  here,  rep- 
resenting the  shippers,  to  know  whether  these  wages  are  granted 
employees  because  they  are  entitled  to  them  or  for  some  other  rea- 
son.   You  are  asking  an  increase  in  rates  to  meet  them. 

Mr.  Walber.  I  have  no  hesitancy  in  stating  my  position  on  that 
score. 

The  attitude  which  confronts  the  railroads  is  simplv  this:  You 
have  three  alternatives — ^that  is,  there  are  three  possible  methods 
of  meeting  the  condition. 

First,  you  have  the  method  of  negotiating  with  your  meii.  If 
you  can  settle  with  the  men,  that  disposes  of  it.  Your  next  alter- 
native is  to  agree  to  arbitrate,  and  you  must  abide  by  the  arbitrative 
award,  and  you  must  put  it  into  effect.  Regardless  of  what  you 
might  think  yourselves,  if  the  arbitration  committee  says  that  you 
must  pay  it,  j^ou  have  got  to  pay  it.  If  you  are  not  willing  to  take 
that  chance,  if  you  are  not  willing  to  allow  some  neutral,  competent 
authority  to  say  what  you  must  pay,  then  the  only  remaining  course 
is  to  allow  the  railroad  employees  to  do  what  they  claim  tney  will 
do  and  what  they  must  be  authorized  to  do  by  the  rank  and  file 
before  they  will  agree  to  arbitrate,  and  that  is  to  withdraw  from 
the  service.  Those  are  three  courses  we  have.  There  is  no  telling 
what  would  happen  in  the  latter  event,  but  there  is  only  one  way 
to  find  that  out,  and  that  is  to  let  them  do  it.  We  have  not  so  far 
been  willing  to  take  that  risk. 

Mr.  Lyon.  When  you  take  the  first  or  the  second  course  and  agree 
to  an  increase  in  the  wage  scale  against  your  better  jud^ent  the 
remedy  for  the  situation  is  an  application  to  the  commission  for 
an  increase  in  the  rates  to  meet  the  mcreased  wages? 

Mr.  Walber.  What  alternative  have  we?  If  some  disinterested 
and  neutral  authority,  party,  or  individual  decides  what  the  rates 
shall  be,  and  he  differs  from  you,  doesn't  that  indicate  that  perhaps 
you  are  wrong? 
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Commissioner  Hablan.  I  do  not  think  you  understood  counsel's 
question. 

Mr.  Walber.  I  want  to  set  your  question  clear. 

Mr.  Lyon.  I  understand  that  you  have  three  methods — ^you  can 
settle  with  your  men,  you  can  arbitrate,  or  you  can  have  a  fight  and 
abide  by  the  result.  When  vou  adopt  either  of  the  first  courses  and 
it  results  in  an  increase  in  the  wages,  the  remedy  for  the  railroad  is 
to  apply,  as  here,  to  the  Interstate  Commerce  Commission  for  per- 
mission to  increase  the  rate  of  transportation? 

Mr.  Wai^ber.  I  think  so,  unqualifiedly. 

Mr.  Lyon.  Therefore,  if  next  year  the  employees  should  apply  for 
an  increase  in  wages  and  you  aiould  settle  on  the  first  or  second 
ground,  resulting  in  an  increase  in  the  wages,  your  remedy  would  be 
an  application  to  the  commission  for  permission  to  further  increase 
the  freight  rates?  » 

Mr.  Walber.  So  long  as  we  are  obliged  to  pay  rates  of  pay  without 
having  the  power  to  avoid  it,  or  without  takmg  the  last  recourse  and 
subjecting  the  public  to  suspension  of  traffic  and  all  the  contingent 
ills  that  go  with  it,  we  have  certainly  no  recourse  but  to  have  some 
one  give  us  the  money,  which  we  can  pass  on  to  somebody  else. 

Mr.  Branoeis.  Or  to  save  it  through  some  other  process. 

Mr.  Wauweb.  Perhaps.  We  have  been  trying  that  for  three  years 
or  more. 

Mr.  Lyon.  I  want  to  get  that  fact  clearly  before  the  commission, 
because  I  really  think  that  is  the  question  here. 

Mr.  Thorne.  How  many  of  these  increases  were  not  granted 
through  arbitration? 

Mr.  Walber.  The  increase  to  operators  was  granted  through  medi- 
ation. That  was  November  1,  1911.  Maintenance-of -equipment  em- 
ployees were  granted  6  per  cent  in  April  1,  1910,  at  the  same  time 
the  conductors  and  trainmen  and  engineers  and  firemen  got  theirs. 
The  maintenance-of-way  employees  the  same  way.  To  the  miscella- 
neous employees  the  increase  was  in  a  sense  voluntary  in  an  effort  to 
give  the  other  employees  at  least  something  after  the  organized 
employees  had  taken  so  much  away  from  us. 

•  Mr.  Bond.  There  has  been  some  question  about  how  much  of  this 
increase  related  to  passengers.  As  I  figure  it  out  roughly,  in  the 
transportation  department  the  passengers  got  an  increase  of  $293,760 
out  of  a  total  of  $1,921,750,  or  aoout  15  per  cent. 

Mr.  Walber.  I  have  not  calculated  that,  but  it  could  very  readily 
be  done. 

Mr.  Bond.  Do  not  calculate  it  now,  but  calculate  it  and  file  it  at  a 
later  time. 

Mr.  Walber.  I  will  be  glad  to  do  that. 

Commissioner  Harlan.  That  seems  to  be  all  with  this  witness. 

Statement  of  George  Stuart  Patterson,  representing  the  Pennsyl- 
vania Railroad  Co. 

Mr.  Patterson.  May  it  please  the  commissioner,  I  asked  the  oper- 
ating department  to  prepare  certain  statistics  dealing  with  the  wage 
situation  on  the  Pennsylvania  lines,  but  in  view  of  the  fact  that  the 
Baltimore  &  Ohio  has  gone  into  such  great  detail  on  that  particular 

40106— S.  Doc.  466. 63-2— vol  1 49 

Digitized  by  VjOOQ IC 


772  PIVB  PBB  CENT  GASES. 

more  &  Ohio,  and,  because  of  certain  elements  in  the  case,  I  think 
it  is  very  important  to  have  that. 

Mr.  I^ATTERSON.  I  will  find  out  how  much  labor  will  be  involved 
in  doing  that,  and  I  will  advise  Commissioner  Harlan.    He  can  then 

{)ass  upon  the  question.  If  it  involves  a  tremendous  amount  of 
abor  and  large  expense,  we  will  not  furnish  it  unless  ordered  to  do 
so  by  the  commission.  You  must  show  in  some  way  that  it  is  very 
relevant  to  this  inquiry. 

Mr.  BuTTERFiELD.  In  line  with  the  statement  made  by  Mr.  Patter- 
son for  the  Pennsylvania,  I  would  like  to  make  a  brief  statement  for 
the  New  York  Central  system. 

As  your  honor  will  understand,  the  problem  of  ascertaining  the 
exact  facts  of  a  series  of  readjustments  in  wa^es  is  extremely  com- 
plicated, and  I  am  going  to  content  myself  with  stating  here  that 
so  far  as  the  New  York  Central  &  Hudson  River  Railroad  Co.,  the 
Lake  Shore,  the  Michigan  Central,  and  the  Big  Four  are  concerned, 
that  we  have  made  an  actual  application  of  the  rates  of  pay  ana 
working  conditions  in  effect  prior  to  the  adjustment  which'  took 
place  in  the  spring  of  1910  to  the  business  since  that  time.  The  fig- 
ures show  that  the  amount  of  money  paid  in  yag^  since  that  time 
on  those  four  lines  is  $10,000,000  more  than  it  would  have  been  if 
the  adjustment  referred  to  by  Mr.  Walber  had  not  been  made. 

Mr.  Chambers  is  our  supervisor  of  wage  schedules,  and  will  be 
available  at  this  or  any  other  hearing  for  cross-examination  if 
counsel  desire  any  further  details  on  the  subject. 

Mr.  Thorne.  I  would  like  to  make  the  same  request  that  I  did  of 
the  Pennsylvania. 

Commissioner  Harlan.  Have  those  figures  been  made? 

Mr.  BuTTERFiELD.  They  have  not. 

Commissioner  Harlan.  Will  you  look  into  the  matter  and  advise 
me  as  to  the  labor  and  expense  that  will  be  necessary  to  do  that! 

Mr.  Walber.  I  will  be  very  glad  to. 

Mr.  MiNNis.  At  the  last  hearing  I  was  granted  permission  to 
offer  additional  evidence  at  this  time  in  regard  to  the  territories  in 
Central  Freight  Association  territory.  I  will  call  Mr.  Maxwell  for 
a  brief  examination. 

*W.  C.  Maxwell,  a  witness  previously  sworn  on  behalf  of  the 
Wabash  Railroad  Co.,  resumed  the  stand  and  testified  further,  as 
follows : 

Mr.  Minn  IS.  Mr.  Maxwell,  you  are  general  traffic  manager  of  the 
Wabash  Railroad  Co.? 

Mr.  Maxwell.  Yes. 

Mr.  MiNNis.  Mr.  Maxwell,  I  hand  you  some  sheets  containing 
data  prepared  in  this  case.  Will  you  please  indicate  what  that  data 
is  and  state  who  prepared  it?  I  will  state  that  these  figures  of 
the  Central  Freight  Association  lines  showing  groups  1  and  8 
were  mentioned  on  the  former  hearing,  and  the  data  is  the  result 
of  the  operations  of  groups  1  and  3  in  Central  Freight  Association 
territory  built  up  on  the  same  plan  that  was  employed  in  the  com- 
bined statement  for  the  systems  of  the  Pennsylvania  Railroad  sys- 
tem, the  Baltimore  &  Ohio  system,  and  the  New  York  Ccmtral 
system. 
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Mr.  Patterson  offered  in  evidence  a  combined  statement  prepar^ 
along  the  same  lines  for  38  railroads  in  official  classification  terri- 
tory. 

This  data  was  prepared  by  the  Bureau  of  Railway  Economics. 
If  anyone  desires  to  raise  any  issue,  we  will  call  the  person  who 
prepared  the  data. 

Commissi<»ier  Habi/an.  Let  the  papers  be  identified  and  offered 
in  evidence  and  you  may  proceed  with  the  examination  of  the' 
witnesss. 

Mr.  MiNNis.  I  will  offer  the  papers  and  ask  that  they  be  marked 
"  W.  C.  Maxwell  Exhibit  No.  4.^' 

(The  papers  referred  to.  consisting  of  10  sheets,  were  received 
in  evidence  and  marked  '^  W.  C.  Maxwell  Exhibit  No.  V  and  will 
be  found  at  tilie  end  of  this  hearing.) 

Mr.  MiNNis.  In  connection  with  the  offer  I  wish  to  add  that  at* 
tached  to  the  main  sheets  are  sheets  which  contain  an  analysis  of 
the  figures  in  the  same  form  that  was  en>ployed  in  the  combined 
statements  to  which  I  have  referred. 

Mr.  Maxwell,  referring  to  pages  4  to  10,  inclusive,  of  MaxweU 
Exhibit  1,  which  contains  a  summary  of  the  results  of  operations 
of  groups  1  and  3  of  Central  Freight  Association  lines,  and  to  Max- 
wen  Exhibit  4,  prepared  by  the  Bureau  of  Railway  Economics, 
which  shows  r^sauts  of  the  operations  of  the  same  groups  of  rail- 
roads, I  will  ask  you  to  state  whether  or  not  the  data  m  the  two 
exhibits  was  worked  up  on  the  same  plan— that  is,  whether  the 
items  of  each  are  identical ;  and  if  not,  state  wherein  they  differ. 

Mr.  Maxwell.  Exhibit  No.  4  omits  one  road,  the  Detroit  &  To- 
ledo Shore  Line,  from  both  groups  1  and  3. 

The  data  in  ^Exhibit  1  covers  the  period  from  1908  to  1913,  in- 
clusive, whereas  the  data  in  Exhibit  4  covers  the  period  1903  to 
1914. 

Exhibit  1  covers  the  mileage  of  lines  as  of  the  end  of  the  fiscal 
year  1913,  whereas  Exhibit  4  is  based  upon  the  average  mileage 
of  each  year. 

In  Exhibit  1  the  railroads  of  the  groups  and  their  operations  were 
taken  as  reported  to  the  Interstate  Commerce  Commission,  whereas 
Exhibit  4  treats  the  operations  of  the  lines  absorbed  during  the 
period  as  a  part  of  the  operation  of  the  absorbing  line  from  the 
beginning  of  the  period — for  instance,  the  Lake  Erie  &  Western 
absorbed  the  Northern  Ohio,  we  will  say,  in  1910,  since  which  time 
the  results  of  its  operations  has  been  amalgamated  with  the  pur- 
chasing company,  and  its  operations  since  it  was  absorbed  are  shown 
in  the  data  on  Exhibit  1,  but  the  results  of  its  operations  before  it 
was  absorbed  are  not  shown  on  Exhibit  1,  whereas  on  Exhibit  4  its 
operations  throughout  the  period  are  shown  by  adding  its  figures 
prior  to  its  absorption  to  those  of  the  absorbing  company. 

The  data  on  Exhibit  1  includes  the  intercorporate  holdings  of 
stocks  and  bonds,  whereas  Exhibit  4  excludes  them — for  instance,  the 
Lake  Shore  owns  a  large  block  of  the  securities  of  the  Pittsburgh  & 
Lake  Erie;  in  Exhibit  1  the  earnings  of  the  Pittsburgh  &  Lake  Erie 
which  are  paid  as  dividends  tp  the  Lake  Shore  are  included  twice  in 
the  gross  corporate  income — ^first  in  the  cross  corporate  income  of  the 
Pittsburgh  &  Lake  Erie  and  afterward  in  the  gross  corporate  in- 
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come  of  the  Lake  Shore — ^whereas  Exhibit  4  does  not  include  the 
dividends  paid  by  the  Pittsburgh  &  Lake  Erie  on  its  stock  held  b? 
the  Lake  Shore. 

Exhibit  1  gives  the  mileage  of  the  groups  only  for  the  end  of  the 
year  1913,  and  does  not  cover  total  capital  obligations,  property  in- 
vestments, or  the  detail  of  deductions  from  income  account,  profit- 
and-loss  account,  detail  of  revenues,  and  tonnage  and  mileage  statis- 
tics, all  of  which  are  shown  on  Exhibit  4,  including  the  mileage  for 
the  period. 

Exhibits  1  and  4  differ  in  other  minor  respects;  I  have  mentioned 
all  substantial  differences. 

While  the  differences  I  have  mentioned  prevent  an  identity  of 
items  and  figures  in  Exhibits  1  and  4,  which  differentiate  as  a  resoll; 
of  the  differences  I  have  mentioned,  the  ultimate  showing  is  rek- 
tively  the  same,  with  the  addition  that  Exhibit  4  covers  a  longer 
period  and  the  additional  data  I  have  mentioned. 

Exhibit  4  presents  complete  data  conformable  to  the  plan  of  die 
statements  oi  the  three  large  systems  and  the  combined  statements  of 
the  38  sjrstems  which  have  been  offered  by  the  Central  Freight  Assch 
ciation  lines. 

Mr.  MiNNis.  Mr.  Maxwell,  in  your  former  testimony  in  this  case 
you  stated  that  the  increase  in  operating  revenue,  after  deducting 
taxes,  of  group  3,  in  1913  over  1908,  was  $811,549,  and  that  during 
the  period  $179,000,000,  in  round  numbers,  was  invested  in  additions 
and  betterments,  and  that  if  the  $811,549  was  applied  as  a  return  on 
the  new  capital  it  would  amount  to  forty-five  one-hundredths  of  1 
per  cent ;  but  ^ou  express  the  opinion  that  the  increase  in  debit  bal- 
ance of  car  hire  and  rentals  paid,  1918  over  1908,  ou^ht  to  be  in- 
ducted from  the  $811,549  in  order  to  show  what,  if  anytiiing, 
was  in  fact  earned  on  the  new  capital  invested.  Have  you  now  2t 
hand  figures  which  will  indicate  the  increase  in  debit  balances  of 
equipment  lure  and  rentals  paid,  1913  over  1908 ;  and  if  so,  will  yoa 
give  them? 

Mr.  Maxwell.  Exhibit  No.'  4 — which  omits  the  Detroit  &  Toledo 
Shore  Line,  a  small  line — shows  debit  balance  of  hire  of  equipment 
ioint  facilities  and  miscellaneous  rentals,  details  under  caption 
"Other  income  relating  to  operation*"  for  group  3,  in  19(M,  of 
$3,447,905;  in  1913,  $8,324,903;  or  an  mcrease  in  the  debit  balanoe, 
1908  to  1913,  of  $4,876,998. 

Mr.  MiNNis.  You  said  1908  over  1913.    You  mean  1918  over  1908! 

Mr.  Maxwell.  Yes.  In  my  opinion  this  should  be  deducted  from 
the  $811,000  in  order  to  show  what,  if  anything,  was  earned  on  tiM 
$179,000,000  of  new  capital  invested,  and  when  we  deduct  this  we 
find  that  not  onlv  nothing  was  earned  on  the  new  capital  but  that  in 
round  numbers  $4,000,000  less  was  earned  on  the  capital  inveeted  at 
the  beginning  of  the  period.  This  resulted  notwithstanding  an  in- 
crease m  gross  earnings  of  $63,000,000. 

Mr.  MiNNis.  Are  you  able  to  state  what  amount  of  new  capital  the 
lines  in  group  3  invested  in  additions  and  betterments  during  tibe 
period  of  1910  to  1913? 

Mr.  Maxwell.  The  Bureau  of  Railway  Economics  has  furnished 
a  statement  showing  the  addition  of  capital,  1910  to  1918,  in  group  S. 
of  $122,429,016. 
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Mr.  MiNNis.  Group  3  on  the  bottom  of  page  4  of  Exhibit  1,  in  1913, 
as  compared  with  1910,  has  a  decrease  in  net  operating  revenue,  after 
deducting  taxes,  of  $9,500,000,  according  to  your  testimony. 

Mr.  Maxwell.  That  is  correct. 

Mr.  MiNNis.  And,  according  to  your  theory,  the  increase  m  debit 
bahmce  of  equipment  hire  and  rentals,  1913  over  1910,  should  be 
added  to  that  sum  m  order  to  show  by  what  sum  the  companies  failed 
to  earn  anythmg  on  the  new  capital  mvested  in  additions  and  better- 
ments, 1910  to  1913. 

Mr.  Maxwell.  Exhibit  4  shows  the  increase  in  the  debit  balance 
of  roads  m  group  3,  for  hire  of  equipment,  joint  facilities,  and  mis- 
cellaneous rentals,  carried  under  ^*  Other  income  relating  to  opera- 
^rm'\  "^^^®?sed,  1918  over  1910,  $2,400,000,  exclusive  of  the  Detroit 
&  Toledo  Shore  Line.  If  we  add  this  sum  to  the  $9,500,000  decrease 
m  net  operating  revenue  after  taxes,  1913  versus  1910,  it  would  show 
that  group  3  not  only  failed  to  earn  anything  on  the  new  capital 
mvested  during  the  period,  but  actually  earned  nearly  $12,000,000  in 
round  numbers  less  than  they  did  in  1910  on  the  property  they  then 
had  invested.  This  despite  the  fact  that  the  property  was  used  by  the 
public  to  the  extent  of  $36,000,000  of  earnings  more  in  1913  than  in 
1910. 

Mr.  MiNNis.  Can  you  now  state  the  amount  invested  by  group  1  in 
additions  and  betterments,  1910  to  1913? 

Mr.  Maxwell.  Group  1,  1910  to  1913,  the  amount  of  increased 
additions  and  betterments  was  $203,831,789. 

Mr.  MiNNis.  At  the  last  hearing  a  member  of  the  commission  asked 
you  to  prepare  some  data  covering  the  subject  of  additions  and  betr 
terments.   Have  you  been  able  up  to  this  time  to  prepare  that  data  1 

Mr.  Maxwell.  We  have  not  completed  it,  but  it  will  be  furnished 
shortly. 

Mr.  MiNNis.  I  now  hand  you  a  paper  which  I  will  ask  the  reporter 
to  mark  "Maxwell  Exhibit  No.  5." 

Commissioner  Harlan.  Do  you  offer  that  in  evidence? 

Mr.  MiNNis.  Yes. 

(The  paper  referred  to  was  received  in  evidence  and  marked 
"  W.  C.  Maxwell  Exhibit  No.  5,"  and  will  be  found  at  the  end  of 
this  hearing.) 

Mr.  MiNNis.  Referring  to  page  1  of  Maxwell  Exhibit  5,  state 
whether  the  data  on  that  page  was  prepared  under  your  supervision, 
the  sources  from  which  it  was  obtamed,  and  what  it  shows  in  a  gen- 
eral way. 

Mr.  Maxwell.  This  data  was  compiled  imder  my  supervision,  and 
the  figures  for  1913  were  obtained  from  the  reports  of  the  railroad 
companies  to  the  Interstate  Commerce  Commission  and  the  figures 
for  1914  were  obtained  from  the  companies  direct.  The  statement 
shows  the  results  of  the  operations  of  Central  Freight  Association 
lines  in  groups  1,  2,  and  3  for  the  first  quarter  of  the  present  fiscal 
year  and  a  comparison  with  the  first  quarter  of  the  last  fiscal  year, 
also  the  percentage  relation  of  the  principal  items  of  cost  to  operat- 
ing revenue  during  the  periods,  and  an  illustration  of  the  increased 
cost  of  operation  as  shovm  by  the  application  of  the  ratio  of  1913 
costs  dunng  the  period  to  the  1914  business  during  the  period. 

The  data  shows  that  in  group  1  there  was  an  increase  in  the  gross 
revenue  of  almost  $6,000,(M0,  an  increase  in  operating  expenses  and 
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taxes  of  $12,500,000,  a  decrease  in  net  after  operating  expenses  and 
taxes  of  $6,500,000.  It  will  be  recalled  that  the  decrease  in  net  after 
operating  expenses  and  taxes  for  group  1  in  1913  as  compared  with 
1910  was  $12,000,000;  thus  it  will  be  seen  that  the  decrease  in  net 
after  operating  expenses  and  taxes  for  the  first  three  months  of  the 
present  year  was  more  than  half  the  decrease  of  1913  as  compared 
with  1910.  The  ratio  of  operating  expenses  and  taxes  to  ^oss  rev- 
enue increased  from  71.9  per  cent  to  77.8  per  cent,  and  I  believe  it  is 
generally  conceded  that  the  months  involved  are  favorable  to  low 
costs  of  operation.  In  1918  the  ratio  of  operating  expenses  and  taxes 
to  operatmg  revenue  for  the  entire  yeat*  was  78.2  per  cent,  whereas 
for  the  first  three  months  of  the  year  it  was  71.9  per  cent.  These  fig- 
ures indicate  that  the  ratio  of  operating  expenses  and  taxes  to  operat- 
ing revenue  willj  for  the  present  fiscal  year,  greatly  exceed  the  ratio 
for  thcf  first  three  months. 

Mr.  MiNNis.  Page  2  also  contains  what  data? 

Mr.  Maxwell.  Fage  2  also  contains  the  showing  of  groups  2  and 
3  for  the  first  quarter  of  the  present  fiscal  year  compared  witii  the 
last  year  and  the  other  data  shown  in  group  1  and  indicates  rela- 
tively the  same  condition  as  group  1. 

Mr.  MiNNis.  I  believe  pages  3  and  4  contain  the  details  of  the 
data  on  page  2.    What  does  page  5  show  ? 

Mr.  Maxwell.  It  shows  the  statement  of  income  account  and 
corporate  relation^p  of  the  short  Central  Freight  Association 
roads  mentioned  by  me  in  my  former  testimony  as  Central  Freight 
Association  group  4.  In  the  former  hearing  a  member  of  the  com- 
mission asked  me  if  I  would  not  prepare  and  submit  a  statem^it 
showing  separately  the  independent  lines  and  those  that  were  sub- 
sidiary to  other  Imes.  This  data  is  shown  on  that  page  for  1910 
and  on  the  following  page  for  1911. 

Mr.  Minnis.  What  does  page  7  show  ? 

Mr.  Maxwell.  It  shows  in  detail  the  securities  owned  hj  the 
Pennsylvania  Co.,  the  Pittsburgh,  Cincinnati,  Chicago  &  St.  LouiSy 
the  Lake  Shore,  and  the  Michigan  Central.  This  data  was  also 
prepared  at  the  request  of  the  commission. 

Mr.  Minnis.  What  does  page  8  show  ? 

Mr.  Maxwell.  Page  8  ^ows  a  statement  of  payments  for  loss 
and  damaj^e  to  f  rei^t  of  the  lines  in  Central  Freight  Association 
territory  for  the  fiscal  year  1912  and  a  comparison  between  groups 
of  the  Imes  and  a  group  of  outside  lines. 

Mr.  Minnis.  For  the  information  of  your  honor  and  counsel  for 
the  different  lines  I  want  to  say  that  at  the  last  hearing  I  stated 
that  I  would  prepare  and  submit  to  oounsel  an  abbreviation  or 
digest  of  Mr.  Maxwell's  testimony.  However,  on  reflection  I  con- 
cluded to  wait  until  the  testimony  was  completed,  and  in  a  very 
short  time  I  will  prepare  a  digest  covering  all  the  points,-  and  I  wiU 
forward  the  digest  to  Mr.  Brandeis  or  to  any  other  counsel  on  the 
other  side  for  distribution. 

Commissioner  Harlan.  At  the  further  hearing  the  witness  will 
be  subject  to  cross-examination  on  these  exhibits. 

Mr.  Minnis.  Yes. 

Mr.  Patterson.  I  think  that  is  all  we  have  to-day,  sir. 

Mr.  Lyon.  Does  this  close  the  presentation  of  tne  railroad  com- 
panies' case?  ^         . 
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Mr.  Patterson.  No;  this  is  just  preliminary. 

Mr.  Lamb.  May  I  ask  Mr.  Maxwell  a  question  or  two? 

Commissioner  Harlan.  Yes. 

Mr.  Lamb.  Mr.  Maxwell,  you  said  there  was  something  like  $124,- 
000,000  of  new  capital  that  had  been  put  into  the  roads  in  Central 
Freight  Association  territory  covered  by  your  statement.  Do  I 
get  that  right? 

Mr.  Maxwell.  Roads  in  group  3. 

Mr.  Lamb.  That  is  since  1910? 

Mr.  Maxwell.  Yes. 

Mr.  Lamb.  May  I  ask  you  how  that  was  procured,  whether 
through  the  sales  of  stock  or  through  the  sales  of  Donds? 

Mr.  Maxwell.  At  the  previous  hearing  the  commission  requested 
us  to  furnish  that  information  in  detail  for  the  period  from  1908 
on.  When  that  is  done  the  information  will  be  shown  for  each 
year. 

Mr.  Lamb.  You  have  not  that  information  at  hand  now  ? 

Mr.  Maxwell.  No. 

Mr.  Lamb.  As  I  understand  you,  your  statement  will  cover  the 
amount  that  has  been  procured  by  the  sales  of  stock,  the  sales  of 
bonds,  and  that  that  has  been  put  hack  in  earning,  if  any? 

Mr.  Maxwell.  That  is  the  form  that  the  commission  asked  for. 

Mr.  Lyon.  Will  that  statement  show  the  actual  amount  received 
from  the  securities  after  deduction  of  all  payments  of  conmiissions, 
and  so  forth? 

Mr.  Maxwell.  Yes. 

Mr.  MiNNis.  That  statement  is  going  to  be  very  difficult  to  work 
up.  We  have  been  working  at  it  since  the  last  hearing,  and  have 
had  a  great  deal  of  difficulty  in  getting  hold  of  the  figures.  I  do 
not  know  just  how  complete  it  is  going  to  be,  but  we  will  do  the  best 
we  can. 

Mr.  Lyon.  We  have  some  requests  to  make  of  the  carriers,  and  I 
suppose  we  will  do  that  through  Mr.  Brandeis.  We  want  to  get 
some  information  about  the  division  of  rates  applicable  to  coal.  I 
suppose  the  proper  method  would  be  to  submit  the  requests  through 
Mr.  Brandeis.    That  was  the  course  pursued  in  1910. 

Mr.  Garrison.  I  would  like  to  have  my  appearance  entered  for- 
mally in  the  record,  so  that  we  can  receive  notice  of  a  further 
hearing. 

Commissioner  Harlan.  That  will  be  done. 

Gentlemen,  the  hearing  will  be  adjourned  until  further  notice. 

(Whereupon,  at  5.15  o'clock  p.  m.  on  the  10th  day  of  December, 
1913,  the  hearing  in  the  above-entitled  matter  was  adjourned  until 
further  notice.) 

McCain  Exhibit  No.  1. 

Interstate  CJommerce  Cominisslon.    I.  &  S.  Docket  No.  333.    General  Advance 
in  Freight  Rates  in  Official  Olasslfication  Territory. 

OutUne  of  tesHmonif  of  C.  C.  McCain, 

PLAN  FOLLOWED  BT  TRUNK  LINES,  NSW  ENGLAND  B0AD8,  OCEAN-AND-BAIL  BOTTTBS, 
AND  BAIL-AND-LAKE  ROUTES  IN  REVISINQ  FREIGHT  TARIFFS  TO  PROVIDE  FOR  GENERAL 
ADVANCE  OF  6  PER  CENT. 

The  following  will  describe,  In  general  terms^  the  method  observed  in  ad- 
vancing the  rates  of  the  eastern  carriers,  such  carriers  being  those  that  operate 
thronghont  the  territory  east  of  t^e  western  termini  of  the  trunk  lines.  C 
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The  controlUng  principle  was  to  bring  about  a  uniform  advance  of  5  per 
cent  on  all  class  and  commodity  traffic  via  tlie  various  standard  and  diflferentl*! 
routes  (1)  from  all  eastern  points  to  trunk-line  western  termini  and  points 
beyond,  domestic  and  import;  (2)  from  western  termini  of  the  trunk  lina 
to  all  eastern  points,  domestic  and  export;  and  (3)  between  all  eastern 
interior  points. 

The  detailed  instructions  formulated  for  this  purpose,  and  which  wew 
employed  by  all  roads,  were  as  follows : 

"In  computing  and  publishing  all  revised  class  and  commodity  rates  in 
cents  per  100  pounds,  decimals  of  tenths  to  be  employed. 

"  In  figuring  advanced  per  ton  rates,  fractions  of  1  cent  per  ton  to  be  dis- 
posed of  by  dropping  forty-nine  one-hundredths  of  1  cent  or  less  per  ton  and 
increasing  fifty  one-hundredths  or  more  per  tons  to  1  cent. 

"  The  minimum  advance  in  the  per  ton  rates  to  be  6  cents  per  ton  and  one- 
quarter  cent  for  rates  in  cents  per  100  pounds  expressed  in  decimals. 

"In  computing  through  westbound  rates  the  New  York-Chicago  rate  win 
first  be  advanced  5  per  cent,  and  other  western  points  taking  a  percentage  of 
the  New  Tork-Ohicago  rate  will  take  the  established  percentage  of  the  new 
advanced  Chicago  rate,  with  the  understanding  that  port  differentials  hereto- 
fore established  and  recognised  will  be  continued. 

"In  computing  other  rates  not  based  on  a  percentage  of  the  New  Tork- 
Chicago  rate,  recognized  differentials  above  or  below  advanced  basing  rates 
will  be  maintained." 

The  new  rates  generally  were  constructed  in  accordance  with  the  foregoing; 
there  were,  however,  certain  exceptions  to  the  strict  application  of  tbe  6  per 
cent  increase  which  were  regarded  as  necessary  in  order  that  the  long- 
established  competitive-rate  relations  as  between  the  principal  shipping  points 
and  via  various  routes  should  remain  substantially  as  before.  Tyi^cal  in- 
stances of  these  exceptions  are  given,  as  follows : 

Under  existing  methods  governing  the  westbound  rates  from  the  seaboard, 
certain  differentials  have  applied  as  between  the  Atlantic  ports,  known  is 
port  differentials,  under  which  the  rates  from  Philadelphia  and  BaltimOTe  and 
points  taking  the  same  rates  to  western  points  have  been  stated  amounts 
lower  than  the  rates  concurrently  in  effect  from  New  York.  Instead  of  cona- 
puting  the  advanced  rates  upon  the  existing  rates  from  Pliilad^idiia  and 
Baltimore,  the  new  rates  have  been  obtained  by  observing  the  existing  differen- 
tials under  the  new  rates  established  from  New  York,  and  while  tMs  process 
results  in  some  variation  from  an  actual  5  per  ccint  advance,  the  avotige  ad- 
vance will  not  materially  exceed  5  per  cent.  Under  the  new  basis  the  rates 
from  Philadelphia  and  Baltimore  and  points  taking  the  same  rates  will  bear 
the  same  relation  to  the  rates  from  New  York  as  now  prevailing. 

From  New  York,  Boston,  Philadelphia,  and  Baltimore,  rates  are  published  bj 
various  differential  routes,  such  as  rail-and-lake,  ocean-and-rail,  and  canal-and- 
lake,  as  the  case  may  be,  the  rates  via  these  routes  being  specified  amounts 
under  those  of  the  standard  nil-rail  routes.  When  computing  the  new  rates  the 
differential  relation  of  these  several  routes  has  been  maintained  as  heretofom 
the  rates  of  the  standard  routes  having  been  first  advanced  5  per  cent  and 
those  of  the  differential  routes  then  obtained  by  deducting  therefrom  the  estab- 
lished differentials.  This  method  operates  to  produce  slight  variations  from  the 
exact  advance  of  6  per  cent  via  such  routes. 

For  many  years  the  rates  from  eastern  seaboard  and  interior  points  to  point? 
in  Central  Freight  Association  territory  have  been  constructed  under  what  !* 
known  as  the  westbound  percentage  scale,  by  which  the  rates  to  such  point* 
have  been  determined  under  assigned  perc^itages  of  the  curroit  rates  Nev 
York  to  Chicago;  for  example,  the  percentages  of  several  points  are  as  fol- 
lows: Peoria,  110  per  cent;  St  Louis,  117  per  cent;  Cincinnati,  87  per  cent: 
Indianapolis,  d8  per  cent;  Detroit,  78  per  cent;  and  Grand  Rapids,  06  par  cent 
of  the  rates  New  York  to  Chicago.  When  computing  the  new  rates  this  per- 
centage method  was  observed,  the  result  being  less  variation  in  the  relation  of 
rates  as  between  western  points  than  under  the  method  of  applying  the  5  per 
cent  increase  to  the  former  rates  to  such  points  and  a  close  approximation  to 
the  advance  of  6  per  cent 

The  former  rates  from  eastern  Interior  points,  such  as  Albany,  Syracuse. 
Binghamton,  etc.,  have  similarly  been  made  under  a  fixed  percentage  relation 
to  those  from  seaboard  points*  and  in  order  to  continue  this  relation  the  same 
method  has  been  observed  in  computing  the  advanced  rates  from  such  orijEia 
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points.     The  ob8er\'ance  of  this  plan  In  connection  witli  tlie  new  rates  has 
resulted  in  slight  variations  from  an  actual  5  per  cent  advance. 

It  was  regarded  as  desirable  to  prescribe  a  minimum  advance  per  100  pounds 
or  per  ton.  The  minimum  prescribed,  as  shown  above,  was  one-quarter  cent  per 
100  pounds,  or  5  cents  per  ton.  Where  existing  rates  were  of  small,  amount,  the 
application  of  this  minimum  has  operated  to  increase  such  rates  more  than  5  i 
per  cent;  for  example,  the  rate  of  20  cents  per  ton,  to  which  a  minimum  of  5 
ceatB  is  added,  produces  25  cents,  the  advance  being  26  per  cent  Variations  of 
this  character  will  occur  in  sundry  rates  of  low  amount,  but  usually  as  between 
points  where  the  traffic  involved  is  not  large  and  would  not  therefore  materially 
aifect  the  general  average  of  the  5  per  cent  increase. 

There  are  many  Instances  throughout  eastern  territory  where  through  rates 
to  points  on  different  roads  are  constructed  on  basis  of  adding  to  the  rates  to 
the  junction  points  certain  arbitrary  rates.  The  rates  to  these  Junction  points 
have  in  all  instances  been  advanced,  and  in  certain  cases  the  arbitrages  beyond 
junction  points  have  been  similarly  advanced.  Where  such  arbitratles  were  not 
advanced  the  revised  through  rates  were  increased  only  to  the  extent  of  the 
advance  to  the  junction  points,  which  was  not  equivalent  to  a  full  5  per  cent 
advance  in  the  through  rate. 

The  rates  from  Albany,  Syracuse,  Blnghamton,  and  other  interior  points  to 
western  points  linear  a  certain  relation  to  the  rates  from  New  Tork  or  Buffalo 
to  the  same  western  points.  Similarly,  the  rates  from  eastern  points  to  Cincin- 
nati, Indianapolis,  Columbus,  and  St.  Louis  bear  a  stated  relation  as  compared 
to  Chicago  and  as  compared  with  each  other. 

These  relations  are  recognized  as  long-established  factors  in  commercial 
operations,  and  it  is  understood  that  it  would  be  preferable  from  the  public 
standpoint  that  they  should  be  continued  rather  than  that  the  increase  should 
be  computed  directly  upon  the  existing  rates  to  such  points,  althou^  the  observ- 
ance of  the  present  plan  results  in  variations  from  an  exact  5  per  cent  advance. 

Examples  of  these  variations  are  given  on  the  attached  sheets.  The  new 
rates  thereon  to  various  western  points  from  Philadelphia  and  Baltimore  are 
computed  by  employing  the  New  York-Chicago  rates  as  the  basic  rates  and  then 
observing  the  differential  relation  governing  at  Philadelphia  and  Baltimore  . 
under  New  York,  and  also  observing  the  percentage  group  system  as  governing 
'  at  western  points. 

A  review  of  the  tables  will  show  varying  percentage  advances ;  it  Is  believed, 
however,  that,  notwithstanding  these  variations,  the  application  of  the  new  rates 
to  the  entire  traffic  affected  will  very  closely  approximate  an  advance  of  5  per 
ceot. 
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Statement  showing  changes  in  items  that  appear  in  official  classification  No.  S6, 
effective  July  1,  1910,  when  compared  tcith  the  same  items  appearing  «i 
official  classification  No.  40,  effective  July  i,  1913, 

[Page  20.] 

The  statement  which  follows  is  prepared  from  a  careful  analysis  of  oflldal 
classification  No.  36  with  a  view  to  ascertaining  for  the  same  items  to  what 
extent  the  changes  in  class  assignments  in  oflScial  classification  No.  40  have 
resulted  In  increases  or  decreases  in  charges. 

This  comparison  shows,  so  far  as  the  number  of  such  changes  is  concemedL 
that  there  have  been  both  increases  and  decreases  and  that  the  preponderant 
number  of  changes,  both  with  respect  to  1.  c.  1.  and  c.  1.  shipments,  have  been 
from  higher  to  lower  classes. 

Owing  to  the  absence  of  tonnage  data  representing  shipments  of  articles 
covered  by  these  changes,  the  revenue  result  of  such  changes  can  only  be 
estimated  in  the  manner  shown  by  Table  B.  By  this  table  it  is  shown  that 
the  percentage  of  revenue  reduction  is  about  equal  for  both  1.  c.  1.  and  c  L 
shipments.  It  should,  however,  be  noted  that  the  preponderance  of  the  number 
of  decreases  is  shown  for  c.  1.  shipments,  which  represent  commodities  that 
contribute  most  largely  to  the  total  traffic.  The  estimated  reduction  of  9  per 
cent  on  such  traffic  represents  a  large  revenue  advantage  to  shippers. 

Under  the  method  employed,  although  only  an  estimate,  it  is  considered 
that  the  revenue  results  stated  fairly  indicate  the  effect  of  the  changed  dass 
assignments  of  articles  that  appear  in  official  classification  No.  36  when  conn 
pared  with  the  ratings  for  the  same  articles  as  provided  by  official  classlficatioii 
No.  40. 

It  should  be  further  explained  that  official  classification  No.  36  was  employed 
as  the  basis  of  comparison  for  the  same  articles  appearing  in  official  classifi- 
cation No.  40,  and  that  this  comparison  takes  no  account  of  the  additional  or 
amplified  forms  of  description  appearing  in  official  classification  No.  40  for 
articles  which  are  in  official  classification  No.  36.  Such  amplification  or 
enlargement  may  have  resulted  in  Increases  or  decreases  in  ratings  for  such 
new  descriptions,  as  compared  with  the  forms  in  which  the  articles  formerly 
found  their  rating  in  classification  No.  36,  but  the  result  of  such  enlargement 
can  not  be  estimated,  and  it  has  been  necessary  to  confine  the  comparison  to 
items  appearing  under  substantially  the  same  descriptions  in  both  classi- 
fications. 

Table  A. — ShouHng  increases  and  decreases  in  the  number  of  ratings  of  items 
appearing  in  classification  No,  86  when  compared  tcith  the  sam^  items  appear- 
ing in  classification  No,  40,  covering  both  I,  c,  I,  and  c,  I.  shipments. 


L.  C.  L. 

C.  L. 

Total 

Reclassifications: 

Number       

309 

139 

170 

45.0 

M.O 

102 
40 

39.2 

eo.8 

«U 

Increases 

171 

Decreases - - 

SB 

Increases 

per  cent. . 

4SS 

do 

fii.s 

Table  B. — Showing  estimate  of  the  revenue  result  of  cMnges  in  Table  A. 

[The  revenue  being  computed  on  the  basis  of  rates.  New  York  to  Chicago,  and  assnmtBff 
100  pounds  as  representing  each  change  in  classification  rating.  For  example,  tbere 
were  25  articles  rated  first  class  at  75  cents  per  100  pounds  in  classification  No.  »$ 
which  were  changed  to  second  class,  65  cents  per  100  pounds,  in  classification  No.  40. 
These  25  changes  are  equivalent  to  2,500  pounds,  and  the  decrease  is  $2.50.] 


L.  C.  L. 

C.L. 

ToC^ 

Revenue  for  100  pounds,  New  York  to  Chicago: 

Official  classmcation  No.  36,  July  1, 1910 

1240.84 

217.88 

22.96 

9.53 

$43.40 

39.26 

4.16 

9.66 

s»4.ai 

Official  classification  No.  40,  July  1, 1913 

ST.O 

Decrease 

27.  U 

Decrease percent.. 

%U 
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McCain  Exhibit  No.  3. 

[Pages  1-21.] 

Skotion  I. — Statement  showing  various  commodities  the  rates  or  minim%tm 
weights  on  which  have  "been  cha^nged  since  January  i,  1910;  rate  hoMs,  New 
York  to  Chicago  {except  as  noted), 

[Rates  in  cents  per  100  pounds  except  as  otherwise  specified.] 


Commodities. 

Rate  Jan. 
1, 1910. 

Present 
rate. 

Remarks. 

Ammonia,  sulphate  of,  c.  1.,  mhi.  wt.,  40,000  Ibe. 
(from  CJrasaelll,  N.  J.,  etc.,  Phlla.,  Pa.,  and 
Balto.,Md.). 
A8phalt\im,cl.: 

Solid,  in  iron  drums— 

Min.  wt.,  3«,000  Ibfl 

22 
25 

25 

Restored  to  official  dassifl* 
cation  basis. 

This  rate  esteblished  under 

Mln.wt.,  40,000  Ibe 

22 

official  classification  efl^ 
Uve  Jan.  1,  1911.    No  rat- 
ing prior  to  that  date. 

N.  0.  8.  (other  than  soUd),  in  cakes,  bags, 
bbls.  or  in  iron  drums— 
Min- wt.,  36,000  lbs 

»30 

• 
Reductions  from  official  dis- 

Mln.  wt.,  40.000  lbs 

22 
22 
25 

45 

30 

siflcation  basis. 
Do. 

In  tank  cars,  mm.  wt..  capacity  of  tank 

BaMLburlap,  gunny  and  jute,  c.  L,  nUn.  wt., 

Bags,  cotton,  new,  c.  1.,  min.  wt.,  30,000  lbs 

Board,  binders'  (n.  o.  s.),  c.  1.,  min.  wt.,  36,000  lbs.*. 

Brass,  in  pigs  or  ingots,  also  brass  residue,  in  casks 

oifbbls.  {valuation  not  to  exceed  $100  per  ton, 

to  be  limited  by  written  agreement),  in  carloads: 

Mfai.wt.,  36,000 lbs... 7. 

130 
35 

50 
26 

20 

Do. 
Do. 

Do. 
Restored  to  official  daasifl- 
cation  basis. 

Advance  in  r^lnfinum  cai** 

Mln.  wt.,  40,000  lbs 

SO 

load  weight  only. 
Do. 

Brick,  etc.: 

Brick  (except  enameled  brick),  vix— 

Bufldhig,  common,  fire,  pressed,  paving, 
chimney,  and  vitrified,  c.  1.- 
Min.wt.,  40,000 lbs.! 

25 

Min.  wt,  50,000  lbs 

23 

Hollow,  c.  L— 

Min.  wt.,  36,000  lbs 

25 

Min.  wt,  50,000  lbs 

23 

Salt  glared  (when  shipped  the  same  as 
pressed  brick,  individual  brick  not  be- 

MSfwt,  30,000  lbs 

25 

, 

Min.  wt,  50,000 lbs ^.. 

23 

Fire  proofing  (made  of  clay,  plaster,  gyp- 
sum rock,  or  cement),  c.  1.— 
Min.  wt,  36,000  lbs 

25 

Min.  wt.  50,000  lbs 

23 

Conduits,  bnck  and  clay,  c.  1.— 

Min.  wt,  36,000  lbs 

25 

Mm.  wt.,  50,000  lbs 

23 

Blocks,  asphalt  paving,  c.  L— 

Min.  wt,  40,000  lbs 

25 

Min.  wt,  50,000  lbs 

23 

Building  tile  and  tile  slabs,  c.  L— 

Min.  wt,  36,000  lbs 

25 

Min,  wt,  50,000  lbs 

23 

Clay  fence-post  bases  or  collars,  c.  1.— 
Min.  wt,  30,000  lbs 

23 

Rate  shown  was  established 

Min,  wt. ,  50,000  lbs 

23 

July   1,   1911.    No  rating 
prior  to  that  date. 
Do. 

Cement  (common  hydraulic,  natural,  or 
Portland),  c.  L- 
Mfai.  wt.,  60,000  lbs 

20 

Min.  wt,  50,000  lbs.,  except  when  the 
actual  capacity  of  the  car  is  less, 
actual  capacity  of  the  car  will  gov- 
ern, but  in  no  case  will  the  mini- 
mum weight  be  less  than  40,000  lbs. 

20 

Keduntlon  in  minlin^ni 

weight  only. 

1  Petroleum  asphaltum  27(  cento  in  1910. 

s  Boards,  lined  or  unlined  (but  not  coated),  which  have  not 
orldnal  manufacture  of  the  article  described,  are  subject  to  ' 
Ohloago.    This  has  remained  unchanged,  1910  to  date. 


through  a  further  process  after  the 
L-dass  rating,  i.  e.,  25  cento  New  York  to 
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[Bates  in  cents  per  100  pounds  exoept  as  otherwise  specified.] 


Commodities. 


Rate  Jan. 
1, 1910. 


Present 
rate. 


Remarks. 


Copper  bars,  oakes,  ingots,  pics,  scale,  and  slalw, 
^  c.  1.  (Talnation  not  to  exceed  SlOO  per  ton,  to  be 
limited  bv  -^^tten  agreement): 
Mln.wt.  86,000  lbs 


Mln.wt.  40,000  lbs 

Diy  batteries,  in  straight  c.  1.,  min.  wt.  30,000  lbs. . 

The  following  waste  or  reftise  articles  in 
straight  or  mixed  carloads—. 

Cartridge  waste 

•  Chamois  skin  scraps,  mln.wt.  80,000 lbs 

Feathers,  min.  wt.  12,000  lbs. « 

Ftit  cUppings.  min.  wt.  24,000  lbs.  >. . . 

Felt  waste,  min.  wt.  24,000  lbs.> 

Fur,  min.  wt.  24,000  lbs.  * 

Furpiece8,mln.wt.  24,000 lbs.* 

Hair,  mln.wt.  20,000  lbs. « , 

Hools,  min.  wt.  30,000  lbs 

Horns,  min.  wt.  30,000  lbs 

Leather,  min.  wt.  24,000  Ihs 

Wool,  min.  wt.  10,000  lbs.« 

Min.  wt.  30,000  lbs 

Mixed  carloads  of  two  or  more  of  the  fol- 

lowing  fertilizer  materials,  or  mixed  car« 

loacis  of  any  of  such  matenals  forwarded 

withfer^izer— 

Ammonia,  sulphate  of,  min.  wt.  40,000 

lbs. 

Ashes,  wood,  min.  wt.  40,000  lbs 

Blood,  oried,  min.  wt.  30,000  lbs 

Bone,  groun^.  min.  wt.  30,000  lbs 

Cyanamld,  min  wt.  40,000  lbs 

Fish  tankage  or  scraps,  min.  wt.  30,000 

lbs. 

Hartsale,  min.  wt.  40,000  lbs 

Kainlt,  min.  wt.  40,000  lbs 

Meal,  mowrah.  min.  wt.  40.000  lbs 

Phosphate,  add,  min.  wt.  30,000  lbs  . . 
Phosphate,  bulk .  min.  wt.  30,000  lbs . . . 

Plaster,  land,  min.  wt.  40,000  lbs. 

Pomace,  castor,  min.  wt.  36,000  lbs 

Potash,  carbonate  of,  min.  wt.  86,000  lbs 
Potash,  muriate  of.  min.  wt.  40.000  lbs . 
Potash,  sulphate  of,  min.  wt.  40,000  lbs. 

Salts,  agricultural 

Salts,  manure,  min.  wt.  40,000  lbs 

Soda,  nitrate  of  (the  portion  of  nitrate 

of  soda  not  to  exceed  20  per  cent  of 

the  total  shipment),  min.  wt.  36,000 

los. 

Tankage,  min.  wt.  30,000  lbs 

Waste,  mustard  seed 

Min.  wt.  30,000  lbs. 


Olne  stock,  in  straight  carloads: 

Min.  i^t.  30,000  lbs 

Min.  wt.  36,000  lbs 

Olne  stock,  in  mixed  carloads  with  fleshings,  tan- 
ners or  suHighterhouse  offal,  and  wet  hide  trim- 
mings, min.  wt.  36,000  lbs. 
Glass  bottles  (not  to  apply  on  glass  demijohns  or 
Ihiitjars),  c.  1.: 
1  gallon  and  less  in  capacity,  min.  wt.  28,000  lbs. 
Over  1  to  5  gallons  in  capacity,  min.  wt.  20,000 

lbs.« 
Over  5  but  less  than  10  gallons  in  capacity, 
min.  wt.  12,000  lbs. « 
Glucose,  c.  1.,  in  bbls.,  mhi.  wt.  36,000  lbs.,  and  in 

tank  cars,  min.  wt.  capacity  of  tank. 
Grape  sugar,  in  barrels  or  bags,  min  wt.  33,000  lbs. 

» No  rating. 


0) 


0) 


(>) 


25 


Change  in  Tntwlirrnm 

Restored  to  official 
tion~ 


The  rates  shown  as  in  i 
on  Jan.  1, 1910,  tatiat  Ail- 
ments of  the  artldes  named 
in  straight  carioads;  mixed 
carloads  were  sabject  to  tlis 
carload  rate  and  mla.  tL 
for  the  artlde  in  the  blg^art 
class  included  In  sudi  A^ 
meat. 

Do. 

Do. 

Do. 


The  rates  shown  as  in  eOboft 
on  Jan.  l,  lOU),  are  forsfa^ 
ments  of  the  articles  nanad 
in  straight  carloads;  mixed 
carloads  were  sabject  to  the 
carloaa  rate  and  mintmnw 
weight  for  the  artkde  intte 
highest  class  tDdndad  k 
-such  shipment. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 


Do. 
Do. 

Reduction  fhnn 
ftf^5»^^t*iyn 


Do. 
Do. 
Do. 


Restored  to  official  ilawlflr  a 
tlon  basis. 

Do. 

Do. 

Present  rate  i^pUoaUe  m 
sugar,  n.  o.  8. 


>  Rule  37  to  aiqiay. 
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Section  I. — Statement  ahoxoing  various  commodities  the  rates  or  minimum 
weights  on  which  have  heen  changed  since  Jan.  1, 1910;  rate  "basis,  New  York 
to  Chicago  (ewoept  as  noted) — Continued. 

[Rates  in  cents  per  100  pounds  except  as  otherwise  specified.] 


Commodities. 

Rate  Jan. 
1, 1910. 

Present 
rate. 

Remarks. 

Oom  sinip,  umnlxed,  c.  1.,  in  barrels,  mln.  wt. 
86^  Ids.,  and  in  tank  cars,  min.  'wt.  capacity 
of  tank. 
Hartsalx,  sylvanit,  manure  salts  and  double  man^ 

ure  salts,  c.  1.,  min.  vt.  40,000  lbs. 
Iron  and  steeL  etc.,  o.  L: 

Ferro-sllloon,  when  Aipped  in  packages  the 

product  of  electrolytic  furnaces,  min.  wt.  26 

gross  tons,  t 

Furnace  salamander,  ladle  skulls,  steel  roillings 

and  steel  drippings,  mln.  wt.  25  grosslons.  * 

Manganese  ore,  min.  wt.  25  gross  tonsi 

Pig  molds,  nUn.  wt.  26  net  tons." 

26 

26 

115.00 

115.00 

115.00 
<I5.00 

113.60 

80 

22 

116.00 

1S4.76 

1S4.26 
»$4.76 

Restored  to  oflloial  dassifica- 
tionbasii. 

Pyrites,  iron  (from  Bdgcwater,  N.  J.)- 

Min.  wt.  25  gross  tons  * 

Mln.  wt.  26  grosff  tons . .  .   . . 

113.80 

Lemons,  prepaid  (at  estimated  weights  as  per 
official  ciassiflcation),  c.  1.: 
Mln.  wt.  20,000  lbs. 

40 

(Change  in  mln.  wt.  only. 

Min.  wt.  24,'000  lbs 

40 
26 

Vi* 

22 
26 

bchgtican,  lauan-dimlog  and  mangahi9uy,al., 
Vfjt,  i.  1 ,  m'ln.  wt-,  "in^nnn  Wm. 

30 

26 
26 

26 
30 

26 

Reduction  from  official  das- 
sification  basis. 

Do. 

Marble  cHips  and  marble  waste  (not  tile),  o.  1., 

min.  wt.  40, 000  lbs. 
Niter  cake,  c.  I.,  mln.  wt.  40,000  lbs 

Do. 
Do. 

on,  fish  or  whale,  not  edible  or  medicinal,  c.  1., 
mfai.  wti  n  bbls.,  30,000  lbs.,  and  in  tank  oars, 
capacity  of  tank. 

Ore,  chrome,  c.  1.: 

Min.  wt.  26  net  tons* 

Do. 
Reduction  ttmn  official  clas- 

Min.  wt.  26  gross  tons  • 

1S4.2    i 

sificaUon  baste. 
Do. 

Paper,  etc.: 

Paper,  blank  wall,  unflnisbed,  in  rolls  weigh- 
ing 70  lbs.  or  over  per  single  roll,  c.  1.— 
Siln.  wt.  30,000  lbs T. 

26 

Change  in  mfaim^tn  weight 

Mln.  wt.  36,000  lbs 

26 
30 

Strawboard,    wood^ulp   board,   paper-box 

board  and  paper-tag  board,  n.  o.  s.,  c.  1.,  min. 

wt.  36,000  lbs.     '^          ' 

Pitch  and  rooflne  pitch  (other  than  solid),  in 

cakes,  bags,  or  bbls.,  c.  1.: 

Mln.wr36,0001bs. 

26 
430 

Restored  to  official  classifica- 
tion baste. 

Reduction  fnun  official  das- 

Minwt,  4n,nnnihft 

22 
22 

22» 

siflcation  baste. 

Pitch  and  roofhiff  pitch,  in  tank  cars,  c.  1.,  mto.  wt. 

capacity  of  tank. 
Plaster  (calcined  and  stucco)  and  plaster  of  Paris, 

c.l.,mto.wt.  40,000  lbs. 
Plaster  board,  c.  1.: 

Mln.  wt.  36,000  lbs 

480 
26 

26 

Do. 
Do. 

Do. 

Min.  wt.  40,000  lbs 

^ 

Do. 

Polp,  wood  (wet),  c.  1.  (ihmi  seaboard  dties),  min. 

wt.  36,000  lbs. 
Beels,  cable  (empty),  and  detachable  lags,  in 

mixed  carloads: 
Min.  wt.  24,000 lbs.* 

26 
30 

Do. 

Rate  Jan.  1,  mo,u)pUed  only 
on  reels  in  strai^t  carioads* 
No  rate  on  lags. 

Restored  to  official  classffica- 
tion  baste. 

Thte  rate  not  effective  until 
Jan.  1, 1911;  no  rating  prior 
to  thai  date. 

Min.  wt.  20,000  lbs. 

80 
26 

26 

Rock,  phosphate,  crude,  lump  or  ground,  acidu- 
lated or  dbsolved,  in  Imgs  or  bbls.,  c.  U,  min.  wt. 
40.000  lbs.            '       -*" 

Rosin  size,  in  tank  cars,  c.  1.,  mhi..wt.,  capacity  of 
tank. 

22 

30 

1  Gross  tons. 

t  When  the  marked  capacity  of  the  car  te  lees  than  26  gross  tons,  or  net  tons  (as  the  case  may  be),  the 
marked  capadty  of  the  car  shall  be  the  minlmnm  weight,  out  in  no  case  diall  the  minimum  weight  be  less 
than  16  tons,  gross  or  net  as  the  case  may  be. 

»  Net  tons. 

*  Petroleum  asphaltum  27^  cents  in  1910. 

*  Rule  27  to  apply. 
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Section  I. — Statement  sfiotoing  various  commodities  the  rates  or  minimwm 
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lRat«s  in  cents  per  100  pounds  except  as  otherwise  specified.] 


Commodities. 


Rate  Jan. 
1, 1910. 


Present 
rate. 


Remarks. 


Sewing-machine  heads,  boxed,  c.  1.: 

Mm.  wt.  12,000  lbs. » 

Mln.wt.  30,000  lbs 

Slac,  00004  or  pulyeriied,  in  bags,  c.  1.,  min.  wt. 

Boda,  etc.: ' 

Soda,  sulphite  of,  c.  1.,  min.  wt.  36,000  lbs. . . . 
Sodic  aluminic  sulphate,  c.  1.,  min.  wt.  40fiOO 
lbs. 

Sodium,  triphosphate  of,  c.  l.~ 

Min.  wt.  36,000  lbs 

Min.  wt.  30.000  lbs 

Crrstals,  mononydrate  or  snow  flake,  wash- 
ing  soda  and  washing  powder,  c.  1.,  min.  wt. 
36,000  lbs. 
Stone,  building  and  granite,  carried  under  official 
dassiflcation  at  6th  class  rates,  o.  1.  (not  appU- 
oable  f^om  seaboard  cities),  min.  wt.  30,000  lbs. 
Stone  and  granite,  polished  and  planed  (not  to  ap- 
ply on  monuments  or  parts  thereof),  c.  1.  (not  ap- 
plicable from  seaboard  cities),  min.  wt.  30,000  lbs. 
Sulphur  and  brimstone,  crude,  in  mats,  c.  1.,  min. 

wtr40,000  lbs. 
Talc,  c.  1.,  min.  wt.  40,000  lbs 


Tin,  pig  (released  to  valuation  of  1100  per  net  ton, 
to  be  shown  on  biUs  of  lading  and  shipper's  in- 
voice), c.  1.: 

Min.  wt.  36,000  lbs 

Min.  wt.  30,000  lbs 

Wet  hide  trimmings,  o.  1.: 

MfaL  wt.  30,000  lbs. 

Min.  wt.  36,000  lbs 

Zinc  oxide,  dry,  in  bbU.,  boxes,  or  sacks,  c.  1.,  min. 
wt.36,0(folb8. 


35 
20 


22 
22 


22 
30 


21 

21 

25 
20 


24 


26 
20 


ReduoUoD  from  official  < 
sification  baaiE. 
Do. 


Do. 
This  rate  not  eflectire  uti 
July  1,1911;  noratlDgpEiv 
tothatdate. 


Change  in  witrtimnTn 

only. 
Restored  to  official 

tion  basis. 


Reduction  troai  official  c 


Do. 


Restored  to  official 

Uon  basis. 
Reduction  from 

flcation  basis. 


Do. 
Do. 

Change  in  mtntTmrm  ^ 

only. 

ReducUon  from  official  dflii- 
flcation  basis. 


A  Rule  27  to  apply* 
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Section  IV. — StatcTnent  showing  narious  import  cornmoditieSf  the  rates  or  i 
carload  weights  on  which  have  been  changed  since  Jan,  i,  1910 — rate  basis.  New  York  l» 
Chicago. 

[Rates  in  cents  per  100  lbs.,  except  as  otherwise  specified.] 


Commodity. 


Rate  Jan. 
1, 1910. 


Present 
rate. 


Remarks. 


Barytes,cl.;  mln.  wt. 40,000 lbs 

Beans,  castor,  C.I.;  min.wt.  36,000 lbs 

Burlaps  and  burlap  bagging,  c.  1. ;  min.  wt.  30^000  lbs. . . 
C3ilna,  Austrian,  German,  and  Japanese  released  to 

valuation  of  112  per  100  lbs.  applicable  to  the  gross 

weight  of  the  package: 

Lrc.L....f?r...?, 

C.L.,  mln.  wt:  30,000  lbs , 

Cla7,c.  1.;  min.  wt.  40,000 lbs , 


Cotton  thread  waste,  c.  1 . : 

Min.  wt.  20,000  lbs  (subj  ect  to  rule  27) . 


Kin.  wt.  30,000 lbs.. 


Crockery  in  boxes,  bbls.,  tierces,  casks,  or  hhds.: 
L.  C.  L , 


C.  L.,  min.  wt.  24,000  lbs.  (subject  to  rule  27) 

Crockery  or  earthenware,  in  crates  or  slatted  boxes: 

L.  C.  L 

C.  L.,  min.  wt.  24,000  lbs.  (subject  to  rule  27) 

Ferro-manganese,c.  1.;  mln.wt.  as  per  note  1  (per  gross 
ton). 

Glycerine,  crude,  c.  1.;  min.  wt.  36,000  lbs 

Grease,  cotton  seed,  black,  c.  1.;  min.  wt.  30,000  lbs. .. 

Fullers  earth,  C.I.;  min  wt.  40,000  lbs , 

Hemp,c.  1.: 

Min.  wt.  20,000  lbs.  (subject  to  rule  27) 

Mta.wt.  24,000  lbs.  (subject  to  rule  27) , 

Istle  and  Ixtle,  e.  1.: 

Mln.  wt.  24,000  lbs.  (subject  to  rule  27) , 

Mhi.wt.  30.000  lbs ^ , 

Kainit,c.l.;  min.  wt.  40,000  lbs 

Kaolin,  c.  1. ;  min.  wt.  40,000  lbs 

Logs,  mahogany,  cocobolo,  Spanish  cedar,  ebony,  wal- 
nut, llgnum-vitee,  oak,  boxwood,  and  rosewood,  c.  1.; 
min  wt.  34,000  lbs. 
Magnesite  and  magnesite  ore  or  carbon  slack,  c.l.:  min. 

wt.  40,000  lbs. 
Manila,  c.  1.: 

Min.  wt.  30,000  lbs 


Mhi.  wt.  24,000  lbs.  (subject  to  rule  27).. 
OUs^c.  1.,  mln.  wt.  30,000  lbs.: 

China  nut 

China  wood 

Cocoanut , 


Palm. . . 
Peanut. 


Soyabean 

Ores,  c.  1.;  min.  wt.  as  per  note  1: 
Chrome  and  manganese— 

In  bulk  (per  gross  ton) 

In  packages  (per  gross  ton) 

Iron,  crude— 

in  bulk  (per  gross  ton) 

In  packages  ( per  gross  ton) 

Paper  stock,  in  straight  or  mixed  carloads:  * 

Rags;  min.  wt.  20,000  lbs. » 

Waste  paper;  min.  wt.  20.000  lbs. » 

Jute  Waste;  min.  wt.  30,000  lbs 

Hemp  waste;  mln.  wt.  20,000  lbs. » 

Flax  Rove  Waste;  min.  wt.  24.000  lbs. » . . 
Scrap  jute  bagging;  nUn.  wt.  20,000  lbs.  >  . 

Old  rope 

Old  rope;  mln.  wt.  30,000  lbs 


20 


30 


85 

25 

25 

25 

$5.00 

26 
26 

14 

21 


15 


21 


$3.60 
$3.60 

$3.60 
i$5.00 

25 
25 
30 
80 
35 
25 
30 


25 


25 

40 

30 

31 

30 

$4.60 

29 
30 

20 


Restored  to  official 
tion  basis. 
Do. 
Do. 


Rates  in  effect  JazL  1, 1913^ 
were  suMeot  to  an  esti- 
mated weight  of  1,190  IbL 
per  cask. 

Reductton  fromofHdal  rlMri 
flcatkm  basis. 
Do. 


Restored  to  official 
tion  basis. 
Do. 

Do. 
Do. 
Domestic  rates  applied  Ja 
1, 1910. 


Restored  to  official 
tion  basis. 


30 


24 
122 
120 

28 


i$3.80 
i$4.25 


$3.80 
$3.80 


Do. 
Do. 


Rate  now  applicable  on  tap. 
wood,  all  kmds. 


Restored  to  official 
tion  basis. 
Do. 

Do. 
Do. 
Now  carried  under 
tariffs. 
Do. 
Restored  to  official 
tion  basis. 
Do. 


21 


» Domestic. 

s  Rates  and  minimum  weights  shown  for  Jan.  1, 1910.  are  for  shipments  of  the  articles  named  in  itntiB 
carloads.  Mixed  carloads  were  subject  to  the  carloaa  rate  and  minimum  weight  (or  tbt  artlcto  ia  tti 
highest  class  included  in  such  shipment. 

•  Rule  27  to  apply. 
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SxcnoN  l\ .—StateTnent  shomna  variotis  import  commoditieSy  the  rates  or  minimum 
carload  weights  on  which  have  been  dumged  since  Jan.  i,  1910 — rate  basis.  New  York 
to  Chicago — Continued. 

[Rates  in  cents  per  100  lbs.,  except  as  otherwise  specified.) 


Commodity. 

Rate  Jan. 
1, 1910. 

Present 
rate. 

Remarks. 

Potash: 

Carbonate,  c.  1.— 

Min.  wt.  3  ,000  lbs 

20 

Restored  to  official  classifica- 

Mfai. wt.  40,000  lbs 

30 
30 
22 

•3.80 
21 

50 

36 
30 
26 

tion  basis. 
Do. 

Caustic,  e.  L;  min.  wt.  30.000  lbs 

20 
20 

$3.(0 
18 

25 

25 
25 
26 

21 

Do. 

Muriate  and  sulphate,  c.  \.;  min.  wt.  40,000  lbs... . 

Pyrites,  Iron,  c.  1.;  min.  wt.  as  per  note  1  (per  gross  ton) 
Rice,  brewers,  c.  1.;  min.  wt.  40i)00  lbs 

Advanced  to  domestic  com- 
moditj'  basis. 

Bee<ls,allkhias,c.l.: 

when  classified  3rd  class 

Restored  to  official  claailflca- 

When  classified  4th  class 

tion  basis. 
Do. 

When  classified  5th  class 

Do. 

When  classified  f  th  class 

Do. 

Btoal.  c.  1.: 

Min.  wt.  20,000  lbs.  (subject  to  rule  27) 

Min.  wt.  22.000  lbs.  (sub  ect  to  rule  27) 

24 

Soda,  nitrate  or,  r,  1.: 

Min.  wt.  3r.,000  lbs 

18. 

Min.  wt.  40,000  lbs 

20 
26 

20 

Tullow,  v^*getal>1e, c.  1.;  min.  wt.  30,000  lbs 

30 
25 

Redactions  from  offlcia]  oUuh 

Wood  pnlp,  c.  I.;  min.  wt.  36/)00  lbs 

sification  basis. 
Do. 

Note  l.~Minimum  carload  weight  25  gross  tons,  except  when  marked  capacity  of  the  oar  Is  less,  in  which 
-case  the  marked  capacity  of  the  oar  will  be  the  minimum  weight,  bat  in  no  case  will  the  minimum  weight 
be  less  than  15  gross  tons. 

McCain  Exhibit  No.  4. 
(Pages  1-6.] 

JStatement  showing  various  commodiOeSf  the  ratings  or  minimum  weights  on  which  have 
been  changed  since  Jan,  i,  1910,  basis  Chicago  to  New  York  City,  unless  otherwise 
noted, 

TO  POINTS  EAST  OF  WESTERN  TERMINI  OP  EASTERN  TRUNK  LINES. 
[Rates  in  cents  per  100  pounds  unless  otherwise  specified.] 


Commodities  (C.  L.,  unless  otherwise  stated). 


Present 
rating. 


Rating 

Jan,l, 

1910. 


Remarks. 


Agricoltnral  implements,  f^urm  wagon,  gasoline  engine, 
motion  engine,  and  windmill  parts;  cream  separa- 
tors, dump  carts,  and  farm  carts,  and  parts  thereof, 
lor  export  only: 

Min.  wt.  30,000  lbs 

Min.  wt.  24.000  lbs.» 

Ammonia,  sulphate  of 


Aih,  volcanic,  min.  wt.  40,000  lbs 

Bikk  and  articles  taking  brick  rates,  min.  wt.  60,000 

lbs.  (min.  wt.  40,000  lbs.  unless  marked  capacity  of 

car  Is  less,  when  marked  capacity  of  car  wfllgOTem). 

Board,  plaster;  board,  wall;  plaster,  wall;  and  stucco. 

In  mixed  c.  1.: 

Min.  wt.  40,000  lbs 

Min.  wt.  40,000  lbs 


26 
*22* 
20 


26 


Board,  plaster;  board,  wall: 

Mb.  wt.  40,000  lbs 

Min.  wt.  36,000  lbs 


221 
22i 


From  E.  St.  Louis  and  St. 

Louis  only. 
Redaction  from  offl.  ( 

basis. 
Change  in  min.  wt.  only. 


Redaction  from  offl. 
basis. 


Do. 


1  Rule  27. 
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McCain  Exhibit  No.  4 — Continued. 


Statement  showing  various  commodities,  the  ratings  or  minimum  weights  on  which  fcow 
been  changed  since  Jan.  i,  1910,  basis  Chicago  to  New  York  City,  unless  otheneiM 
noted — Continued . 

TO  POINTS  EAST  OF  WESTERN  TERMINI  OF  EASTERN  TRUNK  LINES— CootiniMl. 
[Rates  In  cents  per  100  pounds  unless  otherwise  8i)ecifled.] 


Commodities  (C.  L., unless  otherwise  stated). 


Present 
rating. 


Cake,  nitre 

Calc  lum  chlor  id  e 

Cement  mixing  compound,  liquid: 

C.  L..... 

L.C.  L 

Cement  mortar  color 

Copper,  vi*:  Anoies,  bar,  blister,  etc.,  originating  in 
upper  Peninsula  of  Michigan.  , 

Dust,  sine 

Fertilizer  material,  consisting  of  the  following  waste  or 
refuse  articles  having  value  as  fertilizer  ingredient: 

Cartridge  waste 

Chamois  scraps,  min.  wt.  30,000  lbs 

Feathers,  min.  wt.,  12.000  lbs.' 

Felt  waste,  min.  wt.  ^,000  lbs.' 

Fur,  min.  wt.  24,000  lbs.« 

Fur  pieces,  min.  wt.  24,000  lbs.« 

Hah-,  min.  wt.  24,000  lbs.« 

Hoofe,  mhi.  wt.  30,000  lbs 

Horns,  min.  wt.  30,000  lbs 

Leather,  min.  wt.  24,000  lbs 

Wool,  min.  wt.  10,000  lbs.* 

Min.  wt.  30,000  lbs 

Flue  lining: 

Min.  wt.  35,000  lbs 

Min.  wt.  30,000  lbs 

Flake  breakfast  foods: 

Mta.  wt.  for  cars  36  ft.  6  In.  to  length.  20,000  lbs. 

rule  27  to  apply;  rule  5C  not  to  apply). 
Mhi.  wt.Jan.  I,19la- 
Forcars36ft.  6in.  long,26,5001bs 

For  cars  over  36  ft.  6  in.  and  not  over  38  ft.  6  in., 

27,600  lbs. 
For  cars  over  38  ft.  6  in.  and  not  over  40  ft.  6  in. , 

31,250  lbs. 
For  cars  over  40  ft.  6  in.  and  not  over  42  ft.  6  in. , 

35,000  lbs. 
For  cars  over  42  ft.  6  in.  and  not  over  44  ft  6  In., 

38,750  lbs. 
For  cars  over  44  ft.  6  in.  and  not  over  46  ft.  6  in. , 

41,250  lbs. 
For  cars  over  46  ft.  6  in.  and  not  over  48  ft.  6  in. , 

42,500  lbs. 
For  cars  over  48  ft.  6  in.  and  not  over  60  ft.  6  in. , 

45,000lbe. 
For  cars  over  50  ft.  6  In.  in  length,  62,500  lbs. . 
Rule  5C  not  to  apply. 
Forest  products,  viz: 

Box  shooks.  box-stuff,  wooden,  hoops  (colled), 
wooden  lath  and  shingles,  in  cars  36  ft.  or  more 
in  length:  min.  wts. 

In  cars  less  than  36  ft.  in  length rain.  wts.. 

All  other  forest  products,  viz— 

Lumber,  etc.,  in  cars  36  ft.  or  more  in  length; 
min.  wts. 

In  cars  less  than  36  ft.  in  length min.  wts. . 

Grain  by-products,  viz:  Bran,  flax,  in  bales  or  sacks; 
bran,  rice;  chaff,  rice;  dextrine;  feed,  alfalfa;  feed, 
alfalmo;  feed,  triangle  calf;  flour.  foundr>';  hulls, 
cottonseed;  meal,  alfalfa;  meal,  ^  alt,  in  r  ags  or  sacks; 
meal,  cob;  screenings,  flax;  seed,  refuse,  in  sacks; 
shives,  flax,  in  bales  (for  export). 
Hydral,  in  tight  barrels  or  tank  cars 


22 
22 

6 

4 
6 
20J 

13i 


Heats,  cooked,  in  barrels,  baskets  (without  handles 
and  with  solid  tops),  boxes,  or  crates: 
L.  C.  L 


C.  L. 


Rathig 

Jan.  1, 

1910. 


26 


30,000 


80,000 

34,000 

34,000 
16 


20 


R26 


25 
5 

Ra6 

5 
13* 


(0 
30 
65 
30 
30 
30 
30 
30 
80 
26 
66 


30,000 

24,000 

34,000 

30,000 
16 


30 


3 


Remaria. 


Reduction  from  offl.  i 
basts. 
Do. 

Do. 
Do. 
Do. 


Do. 


Do. 

Change  in  min.  wt.  only. 
Do. 


Do. 
Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 
Do. 
Do. 


Reduced  from  oA. 
basis. 


Former  imttag  as  per 
>v«naos 


classD.  and  cot 
hams  only. 
Do. 


» No  rating. 


s  Role  27. 
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Statement  showing  various  commodities,  the  ratings  or  minimum  weights  on  which  have 
been  changed  since  Jan.  1,  1910,  basis  Chicago  to  New  York  City,  unless  otherwise 
noted — Continued . 


TO  POINTS  EAST  OF  WESTERN  TERBONI  OF  EASTERN  TRUNK  LXNES-Contlnued. 
[Rates  in  cents  per  100  pounds  unless  otherwise  specified.] 


Commodities  (C.  L.,  unless  otherwise  stated). 


Present 
rating. 


Rating 

Jan.  1, 

1910. 


Remarks. 


Forest  products,  viz:  Logs,  mahogany 

Jellicate 

Lath,  wood,  woven  (composed  entirely  of  wood)... 

Lime  and  sulphur  solution 

Limestone,  agricultural: 

MIn.wt.  50,000  lbs 

Min.wt.  40,000  lbs..  ^. 

Limestone,  ground  or  pulverized ,  and  limestone  dust . 
Lye,  concentrated 


6th  class. 
22 
0) 
6th  class. 


5th  class. 
25 
6th  class. 
5th  class. 


20 
22 


20 
20 
22i 


Mothers  Wheat  Hearts;  min.  wt.:  Present,  30,000  lbs.; 
Jan.  1.1910,  40,000  lbs. 

Oil,  coal  tar 

Paper,  blank  register 

Pitch  (product  of  hardwood  tar). 


Plates,  piano,  1.  c.  1.,  racked  and  braced  in  cars  by 
shippers  and  unloaded  by 


^      /consignees. 

(^ted  or  boxed 

Projectiles,  explosives,  C.  L.  and  L.  C. 


27i 

20 

22 

3 


30 
30 
25 


L... 


(») 


Sand;  min.  wt.  Jan.  1,  1910,  40.000  lbs.;  unless  the 
marked  capacity  of  car  is  less  tnan  50,000,  when  the 
marked  capacity  will  govern,  but  in  no  case  less 
40,000  lbs.,  the  min.  wt.  will  be  50,000  lbs. 

Sand  pig  iron,  per  gross  ton  2,240  lbs.  same  as  2,000 lbs. 
at  present  on  Jan.  1,  1910,  per  gross  ton  2,268  lbs. 
same  as  2,000  lbs. 

Soda,  acetate  of: 

Min.  wt,  40,000  lbs 


22 


Min.  wt.  36,000  lbs 

Soda,  monohydrate  of,  and  sesqul-carbonate  of: 

Min.  wt.  40,000  lbs 

Min.  wt.  36,000  lbs 

Spent  iron  mass 

Vehicle  parts,  vir,  axles  for  self-propelling  vehicles 
with  gears  (steering  or  drive)  attached: 

Raokedincars 

(}rated  or  racked 

Wrappers,  paper,  n.  o.  s.,  in  offl.  classn.,  plain  or 

grmted  (not  corrugated,  embossed,  or  lithographed), 
1  boxes,  bdles.,  or  crates. 
Zinc,  chloride  of: 

Mhi.wt,  50,000  lbs 

Min.  wt.  36,000  lbs 

Wool  and  Angora  goat  hair,  in  grease,  in  bales  or  sacks : 

C.  L.,  min.  wt.  16,000 » 

L.C.L 

Any  quantity 


30 


20 
4th  class. 


30 
26 


20 


22 


4th  class. 
80 


30 


60 
75 


45 


On  limestone  dust. 
On  ground  limestone. 
Reduced  from  oiH  classn. 
basis. 


Do. 
Do. 
Do. 


Rates  as  per  individual  lines 
tariffs. 


Change  in  i>er  ton  wt.  only. 


Reduction  from  offl.  classn. 
basis. 
Do. 


Do. 
Do. 
Do. 


Do. 
Do. 


See  also  page  6. 
Do. 
Do. 


1  Pine  Lumber  rates. 


>  High-ezpUwive  rates. 
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Statement  showing  for  commodities  the  rates  on  which  are  established  om  « 
certain  percentage  of  class  rates  and  the  changes  therein  since  January  L 
1910, 

SECTION  I. 

[From  all  points  in  Central  Freight  Association  territory  to  all  points  in  Central  Freisht  Association  Urn- 
tory,  inclading  prorating  points  in  Illinois  and  on  the  Missinlppi  River.  (Excepuoos  to  geooral  bari* 
win  be  found  fii  Sec.  m.)j  v     -i- 


Commodity. 


Bleach  or  bleaching  (chloride  of  lime),  dry,  in  casks  or  metal 
drums,  minimum  weight  40,000  lbs. 

Cake,  nitre 

Copperas,  or  sulphate  of  iron,  minimum  weight  50,000  lbs 

Jellicate  (a  mineral  Jelly  used  in  the  manufacture  of  paper),  in 
iron-bound  barrels. 

Limestone,  agricultural,  minimum  weight  50,000  lbs 

OH,  coal  tar,  in  tank  cars 

Pitch  or  tar,  candle  (manufactured  firom  residue  of  candle  or 
soap  factories),  in  barrels  or  iron  drums  and  tank  cars,  mini- 
mum weight  for  tank  cars  as  per  official  classification. 
Pitch: 

Coal  or  gas  house,  solid.  In  cakes,  bags,  or  barrels,  also 
liquid,  in  tank  cars. 

Petroleum 

Soda  (sodium): 

Caustic,  in  cases  (iron  or  wood,  tight),  iron  drums,  barrels 
(tight),  or  in  tank  cars,  minunum  weight  when  in  tank 

cars,  as  per  official  classification  rule  5  A 

Sesqul  carbonate  of.  minimum  weight  36,000  lbs.' 

Sulphate,  sodium  aluminum 

Tar,  pine,  in  barrels  or  in  tank  cars,  minimum  weight  as  per 
official  classification. 


Present  rating.       Jan.  1, 1010, 


86%of6thclass... 

85%of6thclass... 
83.33%  of  6th  class. 
85%  of  6th  class*.. 

60%of6thclass... 
90%of5thclass... 
90%  of  5th  class... 


90%  of  6th  class. 
90%of6thclass. 
85%  of  6th  class. 


85%  of  6th  class. 
90%  of  6th  class. 
6th  class 


;of6thc 


.1  6th(das8. 
83.33%  of  6th  elMi 
6th  class. 

80%of6theiaaL> 

Sthdass. 

5th  ciaas,  n.  a  i. 


.;  90% of 6th 

I  ^^ 

.1  90%  of  6th 


85%of5tfa 

90%or5t 


■SI 


I  Minimum  weight  40.000  lbs.,  until  Jan.  15, 1910. 
s  This  basis  effective  Mar.  15, 1910. 

*  On  ground  limestone  dust,  minimum  weight  40,000  lbs.  (former  designation  of  agricultural  1 

*  Except  on  coal  or  gas  house  pitch,  in  cakes  which  took  effect  Jan.  15, 1912. 

*  5th  class,  probably,  but  articles  not  classified  in  19ia 

•  In  barreto  (tight). 

V  Rate  bases  will  not  apply  on  articles,  when  shipped  in  fibre  cans  or  paper  cartons,  packed  hi  bons. 
oases,  or  otherwise. 

•  Formerly  ''soda  crystal"  at  mhiimum  weisht  of  40,000  lbs. 

•  (Not  classified),  given  ahmi  ratings  by  analogy  by  ruling  of  chairman,  official  classification  comiirtttes 
dated  Nov.  28, 1910,  viz,  hi  boxes  or  kegs,  c.  1.,  5tb  class;  in  other  pkgs.,  6ui  class. 
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Statetnsnt  shotoing  for  commodities  the  rates  on  which  are  established  on  a 
certain  percentage  of  class  rates  and  the  changes  therein  since  January  1, 
1910 — Continued. 

SECTION  n. 

(From  specific  origin  points  to  all  points  in  Central  Freigbt  Association  territory,  including  proratint 
points  m  Illinois  and  on  the  Mississippi  River.] 


Commodity. 


Present  rating. 


Jan.  1,1910,  rating. 


Ash,  volcanic,  Chicago.  Caster,  East  JoUet,  East  St  Louis,  and 
Peoria,  TU.,  and  St  Louis,  Mo. 

Bi-chromate  of  soda,  in  casVs,  from  Niagara  frantler  points 

Calcium  chloride,  from  Maiden,  W.  Va 


Lime,  agricultural,  minlmnm  weight  36,000  lbs.,  lh>m  Alron 

ana  Barberton,  Ohio. 
Lime,  n.  o.  s.  in  official  classification,  in  bags,  barrels^caslrs,  or 

iron  drums,  from  Alton  and  East  St  Loiiis,*  111.;  Bannlbal 

and  Louisiana,  Ma;  Marblehead  and  Quincy,  lU. 
Lime,  n.  o.  s.  in  ofiicial  classification,  hi  ban,  barrels,  casks, 

iron  drums,  or  hi  bulk,  orighiating  in  the  State  of  Missouri, 

ffom  Kellogg  (Randolph  Co.),  111. 
Lime,  waste  (sediment  from  manufacture  of  sulphate  extract, 

in  dry,  powdered  form),  loose,  in  bulk,  from  Muskegon,  Mich. 
Limestone,  crushed  or  ground,  from  Hannibal  and  Louisiana, 

Mo.,  and  Marblehead,  Menard  (Randolph  (3a),  and  Thebes, 

HL 
Limestone,  eround,  fh>m  Cincinnati,  Ohio;  Louisville,  Ky.;  and 

Madison,  Ind. 


Peat  and  peat  filler  (natural  soil,  dried  and  ground),  flrom  K-36 
I  Lakeville,  Ind.,  to  pohits  named  in  note  1  only. 


and] 


Plastic  lumber  (asphalt  coated  building  paper,  with  lath  at- 
tached thereto),  hi  rolls,  or  packed  flat,  nrom  Cincinnati,  Ohio. 

PotaslK  caustic,  in  iron  drums  or  in  tank  cars,  from  Buffalo, 
N.  X.  (Niagara  frontier  pohits). 

Potash,  caustic,  when  shipped  in  packages  other  than  as  de- 
scribed in  preceding  item,  from  Bunalo,  N.  Y.  (Niagara 
fhmtier  pohits). 

Sal  ammoniac,  in  barrels  or  casks,  fh)m  Grasselll,  Ind 

Sal  ammoniac,  in  barrels  or  casks,  min.  wt  36,000  lbs,  from 
(Heveland.  Ohio. 

Slag,  ground  or  pulverized  (soil  corrective),  in  bags  or  in  bulk, 
mnumum  carload  weight  50,000  lbs.,  from  Pittsburgh,  Pa. 

Sulphur,  ground  or  pulverized,  minimum  weight  30|000  lbs., 

from  Brookport,  111.;  Cairo,  m.;  Cinchmati,  Ohio;  East  St 
Louis,  lU.;  Evansvme.  Ind.;  Oale,  m.;  Louisville,  Ky.;  St 
Louis,  Mo.;  Thebes,  111. 


80%  of  6th  class.... 

of  dth  class.... 
of  Charleston, 
.  Va.,  6th  class 
rates. 
83.33%  of  6th  class.. 

83.83%  of  6th  class.. 


83.33%  of  6th  class. 

83.33%  of  6th  class.. 
80%  of  6th  class.... 

80%  of  6th  class 

83.33%  of  6th  class.. 
83.33%  of  6th  class.. 
85%  of  6th  class.... 

00%  of  6th  class.... 

90%  of  6th  class.... 
90%  of  6th  class 

60%  of  6th  class.... 

75%  of  6th  class.... 


6th 

4th  class. 

85%  of  Maiden  eth 
class. 

6th  class. 

6th( 


5th  class  (when  In 
iron  drums,  no 
rating  for  tank 
cars). 

4th  c' 


5th  ( 
5th  class. 

6th  class. 

65%  of  6th 


1  Applies  on  shipments  originating  in  Missouri. 

Note  l.— Rates  subject  to  the  provisions  of  this  note  wHl  apply  to  the  following  points  only:  Akron,  Ohio; 
Allianoe,  Ohio;  Anderson,  Ind.;  Ashland,  Ohio;  Boonville.  md.;  Brooklyn,  Ohio;  Bucyrus,  Ohio;  Buffalo. 
N.  Y.;  Cafro,  IlL;  Canton,  Ohio;  Chicago,  111.;  Cfaichmati.  ()hio;  Cleveland,  Ohio:  Clhiton,  Iowa;  Ck>lumhus, 
Ohio;  Dayton,  Ohio;  Detroit,  Mich.;  East  St  Louis,  HI.;  Erie,  Pa.;  Evansville,  Ind.;  Fort  Wayne,  Ind.: 
Indianapolis,  Ind.;  Lfamdale,  Ohio;  Louisville,  Ky.;  Lyons,  Iowa;  Marengo,  Ind.;  Marietta,  Ohio:  Mount 
Pleasant  (Jefferson  Ck>.),  Ohio;  New  Albany,  Ind.;  Orrvilie,  Ohio;  Peru,  111.;  Pittsburg,  Pa.;  St  Bernard. 
Ohio;  Sandusky,  Ohio;  Sprhigfield,  Ohio;  Timn,  Ohio;  Toledo,  Ohio;  Troy  (Perry  Co.),  Ind.;  Urbana. 
Ohio;  Warren,  Ohio:  Washhigton  (3.  H.,  Ohio;  WavnesviUe,  Ohio;  Westville.  Ohio:  Wheelersburg,  Ohio: 
Ztmesvllle,  Ohio.  Under  this  basis  ^e  proper  method  of  figuring  rates  to  Clmton  and  Lyons.  Iowa,  will 
be  to  determiae  83.33  per  cent  of  6th  class  rates  fh)m  points  or  origin  named  herein  to  East  Burlington,  IlL. 
and  add  thereto  the  bridge  toll  provided  by  Supplement  Na  7  to  W.  T.  L.  Freight  Tariff  No.  66  (I.  C.  0. 
Na  A-162),  as  amended  or  reissued,  for  ofQcial  classification  6th  class  traffic. 
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Statement  thowing  dumgei  in  rate*  an  brick  and  articles  taking  tame  rate$  (Jrom  diatridt 

at  8hovm) — Continued. 

(Coliimn  1  appltos  on  general  brksk,  oolomn  2  appltos  on  paving  brick  (in  effect  Jan.  1, 1910)  t  eoloBB  I 
applies  on  brick  all  kinds,  including  paving  brick,  present  rates.  Where  no  rates  are  siKnm  in  eotnBB 
9  tne  rates  shown  in  oolomn  1  will  apply.] 


To- 

Marietta. 

Cambridge. 

Danville. 

Maneie. 

1 

2 

3 

1 

2 

3 

1 

2 

3 

1 

2 

3 

Adrian.Mich 

.   175 
.   116 
.     50 
230 
130 
105 
290 

eo 

85 

106 
230 
100 
125 
100 
130 
110 
100 
120 
175 
330 
280 
270 
145 
180 
220 
180 
195 
220 
145 
215 
110 
220 
145 
215 
300 
110 

.    145 

125 

85 

160 

115 

180 

240 

70 

110 

120 

165 

100 

125 

110 

140 

95 

90 

115 

145 

265 

160 
105 
85 
220 
120 
190 
280 

••■• 

.    140 
100 
100 
160 
110 
180 
240 

126 
200 

125 
200 

145 
166 
.    165 
175 
160 
210 

iw' 

165 

"w 

140 
115 
140 
166 
140 

125 
200 
220 
150 
150 
240 

230' 

220 

200 

80 
175 

80 
125 
200 
100 
190 

75 
125 

125 
200 
220 
150 
150 

Itt 

Akron/Obio 

14B 

Athens.  Ohio    

IM 

BavTl^,  uifth        

150 

150 

Ml 

Bt'U-vuiL    .     !    ^^.t. 

m 

BmJtiio  N    Y            

210  '    Hi 

Cairo  Ul            .  *  *     

100 

100 

'230 
220 
200 

80 
ITS 

80 
125 
200 
100 
190 

73 
125 

Ml 

C&mbrlde0  Ohio      

141 

Cuul  Dcrpi*r.  Ohb  

80 
90 
220 
110 
135 
70 
105 
70 
70 
120 
160 
320 
270 
260 
130 
170 
220 
170 
185 
220 
130 
206 
240 
210 
135 
206 
290 
06 
60 
120 
170 
170 
70 

245 

115 

220 

135 

140 

170 

220 

120 

220 

220 

130 

220 

130 

170 

220 

170  . 

106   . 
95   . 
50   . 

65 

85 

165 

110 

125 

95 

106 

75 

70 

115 

140 

266 

Mi 

OantDQt  Ohio  ►  ►  * 

200 
66 

200 

65 

141 

Chicago,  ilJ 

% 

ChiUkother  Ohio  .  

Ml 

Ctocliwmti.  Ohio 

100 

100 

Ml 

Clfcioviile  Ohio       

CJevoland,  Ohio    

200 
120 

200 
120 

141 

OoluirtbuV  Ohio       

MB 

Coshocton H  Ohio  .    

Duvfon  Ohio 

110 
125 

100 
125 

120 
145 

% 

]>ptro1t  Mifh            

ni 

^tat  BisrLlii^lon   111    

119 

Eft'it  Sr  Lcsiils  in      

80 

80 
126 
100 
126 

50 
130 
100 
125 

80 

80 

80 
125 
100 
125 

50 
130 
100 
125 

80 

ioo' 

135 
100 
145 

lU 
186 

80 

140 
100 
125 

00 
125 

50 
125 

85 
125 

60 
175 
12S 

80 

50 
190 
150 
230 
100 

40 

140 
100 
125 

00 
125 

50 
125 

85 
125 

00 
ITS 

•s 

50 
190 
150 
2» 
100 

40 

141 

ETQii'^vIltP,  Imt     

200 
115 
140 
165 
145 
145 
155 
115 
145 
96 
150 
125 
150 
220 
106 

200 
110 
130 
166 
185 
140 
155 
110 
135 
99 
150 
115 
150 
220 
05 
70 
106 
135 
135 
70 
200 
125 
165 
120 
130 
135 
110 
110 
155 
165 
115 
166 
110 
130 
165 
150 
100 
126 

lU 

F^dl&v  Ohjii            

IM 

Port  Wftyni' ,  Ind 

75 

Qroxid  Kflnids,  Mieh 

Ml 

lE)diar>apoli%  Ind... 

JacV^on,  Mii?h, 

Joflersoxivl^o  and  Now  Albany,  Ind 

Kfcifoii)  Ohio      ♦      

S 
» 
Mi 
IM 

Ko^omo,  Ind 

Lanc^'stpr  t'^hiv 

m 

Laii'5liiir»  Mich 

150 
125 
70 
190 
200 
260 
186 
80 
80 

150 
125 
70 
190 
200 
250 
186 
80 
80 

150 
135 
66 
220 
160 
166 
150 
80 
90 
160 

*io6* 

90 
165 
100 

ioo' 

100 
05 
1S5 
60 
1S5 
IdO 
86 
100 
140 
175 
165 

141 

IjJiTia   Ohio 

M 

L^KT&ji'niorti  Ind 

% 

MftcVtonw  rif  V,  MJch 

29 

Man^f1*^M  Ohio         

MS 

Man«2tta,  Ohio 

IM 

Marlon  Ohio             

135 
180 
180 
110 
255 
130 
230 
110 
150 
180 
230 
130 
220 
230 
130 
230 
145 
180 
230 
180 
110 
145 
60 

••••p 

105 
145 
165 

95 
200 
140 
165 
110 
130 
145 
160 
125 
155 
165 
115 
165 
115 
140 
165 
150 
110 
140 

75 

18 

irarlan.lDd    .  

M 

ifimf^fri  InrJ 

NpwarV,  Ohio    ....  

180 
120 

180 
120 

IM 

Peoria,  m 

Ptttsburcrh,  Pa 

75 

75 

Ml 

PJTmouth   Iml 

80 

80 

80 

220 

60 

50 

150 

150 

8S 

80 

90 

80 

125 

100 

90 

80 

100 

220 

80 

50 

50 

150 

150 

85 

80 

90 

80 

125 

100 

90 

80 

100 

220 

190 

gl 

Portsmouth,  Ohio     

Ml 

Kichmond,  LdiI  .       

90 

70 

150 

185 

90 

80 

110 

50 

126 

126 

70 

100 

90 

70 

150 

185 

90 

80 

110 

50 

126 

126 

70 

100 

M 

Hu^hvQlD,  lod 

fia^inaWt  Micii 

M 

Sindu'^l!^  Ohio          ...  ............  . 

IM 

Bftvninijf,  Ind 

M 

Btmth  R^nd,  iml 

Bpdnj^f^&h!,  Ohio  .     

U 
Ml 

TifliTe  Haiitp,  Ind 

■ 

Tolfldo,  Ohio..... 

Van  Wert,  Ohio ., 

V  iji«nne«t  Ind. 

Vanaw  Ind 

IM 

« 
MB 

VaHlilnirtan  i\  n.,  Ohio 

Di 

TTonnp'itowTi *  0 hto .-* 

220 
200 

220 

200 

Ml 

ZabftsvtlJe,  Ohio        

::::  6oi 

Mi 

1 
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StaUment  showing  changes  in  rates  on  brick  and  articles  taking  same  rates  {from  districts 

(M  fAotm)— Continued. 

(ColmnD  1  applies  od  eeneral  briek,  column  2  applies  on  paylJig  brick  (in  effect  Jan.  1, 1910).  columo  8 
applies  on  EMTick  all  lands,  including  pavine  brick,  present  rates.  Where  no  ratee  are  shown  m  colomn 
3  the  rates  shown  in  column  1  wHl  apply.] 


To- 


Terre  Haute. 


To- 


Teno  Haute. 


Adrian,  Mich 

Akron,  Ohio 

Athens,  Ohio 

Bay  City,  Ittch 

BeUerue.Ohio 

Buiralg,N.Y 

Cairo,  111 

Cambridge,  Ohio 

Canal  Dover,  Ohio 

Cantco,  Ohio 

Chicago,  111 

ChiUIcothe,  Ohio 

Cincinnati,  Ohio 

CirdevUle,  Ohio 

Cleveland,  Ohio 

Columbus,  Ohio 

Coshocton,  Ohio 

Dayton,  Ohio , 

DS&roit,Mioh 

East  Burlington,  111 

Bast  St.  Louis,  111 

Evansville,  Ind 

Fhidlay.Ohlo 

Port  w  ayne .  Ind 

Qiand  Rapids,  Mich 

Indianapolis.  Ind 

Jackson,  Mien 

Jeffersonville  and  New  Albany, 

Ind 

Kenton,  Ohio 

Kokomo,Ind 


135 
300 


150 


265 
120 


200 
100 
120 
100 


200 
120 


110 
125 
176 
100 
100 
126 
100 
125 
50 
130 

100 
125 
80 


125 
200 


160 


205 
120 


200 
100 
120 
100 


200 
120 


110 
125 
176 
100 

70 
125 
100 
126 

60 
130 

100 
126 
80 


146 
166 
105 
176 
160 
210 
120 
166 
166 
120 
05 
135 
115 
140 
166 
140 


120 
146 
156 
100 

86 
136 
100 
146 

60 
146 

116 
135 
05 


Lancaster.  Ohio 

Lansimr,  Mich 

Lima,  Ohio 

Logansport,  Ind 

Mackinaw  City,  Mich.... 

Mansfield,  Ohio , 

Marietta,  Ohio 

Marion,  Ohio 

Marion,  Ind 

Muncie,Ind 

Newark,  Ohio 

Peoria,  Dl 

Pittsburgh,  Pa 

Plymouth,  Ind 

Portsmouui,  Ohio 

Richmond,  Ind 

RushvOle.  Ind 

Saghiaw,  Mich 

Simdusky,  Ohio 

Seymour,  Ind 

South  Bend,  Ind 

Sprin^eld,  Ohio 

Terre  Haute,  Ind 

Toledo,  Ohio. 

Van  Wert,  Ohio 

Vincennes,  Ind 

Warsaw,  Ind 

Washington  C.  H.,  Ohio.. 

Yoongstown,  Ohio 

Zanesville,  Ohio. 


150 
126 
70 
100 
200 
250 
186 
80 
80 


150 

136 

70 

190 

200 

250 

186 

80 

80 


100 
260 
80 


100 
260 
80 


90 
70 
160 
186 
80 
80 
110 


00 
70 
160 
186 
80 
80 
110 


160 
136 
80 
30 
160 
106 
160 
86 
90 
160 
96 
196 
90 
166 

lot 

86 


160 
00 
100 
136 


125 
126 
60 
100 


126 
126 
60 
100 


300 


200 


186 
130 
70 
100 

i4e 

m 


B.  MoBBis  Exhibit  No.  1. 
OUTLINE  OF  TESTIMONY  OF  B.  MORRIS. 

INDEX. 

Section  1: 

From  and  to  points  in  Central  Fright  Association  territory,  also  nil^ 
nois  and  Mississippi  Riyer  points. 
SbotioN  2: 

From  Oentral  Freight  Association  territory,  Illinois,  Mississippi  Riyer  ^ 

points,  Lexington,  Memphis,  Northwest,  etc. 
To  points  east  of  Buffalo,  Salamanca,  Pittsburgh,  and  Charleston. 
SscnoN  3: 
Part  1— 

From  Central  Freight  Association  territory,  Illinois,  and  Mississippi 

River  points. 
To  points  in  Canada,  east  of  Detroit  and  St  Clair  Rivers. 
Part  2— 

From  points  in  Canada,  east  of  Detroit  and  St  Clair  Rivers. 
To  Central  Freight  Association  territory,  Illinois,  and  Mississippi  River 
points. 
Part  a— 

From  points  in  Canada,  east  of  Detroit  and  St  Clair  Rivers. 
To  Trunk  Line  Association   and  New  England  Freight  Association 
territories. 
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Statement  of  general  increase  of  5  per  cent  in  class  and  commodity  rate*  m§ie 
by  carriers  located  in  Central  B'reight  Association  territory,  indMin 
Illinois. 

In  my  statement  I  will  undertake  to  submit  Information  under  three  general 
captions  or  sections,  the  first  section  dealing  with  rates  applying  from  and  to 
Buffalo  and  Salamanca^  N.  Y.,  Pittsburgh,  Pa.,  Parkersburg  and  Charleston, 
W.  Va.,  and  points  west  thereof;  the  second  section  dealing  with  rates  fros 
points  west  of  Buffalo  and  Salamanca,  N.  Y.,  Pittsburgh,  Pa.,  Parkersburg  and 
Charleston,  W.  Va.,  to  points  east  thereof ;  and  the  third  section  will  deal  with 
rates  from  and  to  points  in  territory  described  in  section  1  and  points  in  Canada 
east  of  Detroit  and  St.  Clair  Rivers,  also  from  points  in  Canada  east  of  said 
rivers  to  points  east  of  Buffalo,  Salamanca,  N.  Y.,  and  Pittsburgh,  Pa. 

Under  each  general  caption  will  also  be  used  the  subcaptions  **  Class  rates" 
and  *' Commodity  rates."  I  will  also  present  statement  of  increases  made  in 
Joint  through  rates  applying  from  points  in  territory  described  in  section  1 
to  points  in  the  South,  Southwest,  and  Northwest,  and  also  in  joint  throaf!li 
rates  applying  from  the  South  and  Northwest  to  points  east  of  Illinois-Indiana 
State  line,  including  eastern  i)olnts. 

Section  1. 

To  be  more  specific,  the  information  submitted  under  the  first  general  captian 
or  section  1  will  include  rates  applying  within  t/»rrltory  circumscribed  by  a  line 
drawn  from  Niagara  Falls  through  Buffalo  and  south  shore  of  Lake  Erie  to 
Toledo;  thence  via  Detroit  and  St.  Clair  Rivers  to  Port  Huron,  Mich.;  tlienee 
via  the  western  boundary  of  Lake  Huron  to  Mackinaw  City,  Mich. ;  thence  lia 
northern  shore  of  Lake  Michigan  to  Manistique,  Mich. ;  thence  via  western  abore 
of  Lake  Michigan,  including  points  located  on  western  shore  of  Green  Bay 
(Menominee  to  Green  Bay,  inclusive) ;  thence  via  western  shore  of  Lake  MIcU- 
gan  from  Manitowoc  to  the  Illinois- Wisconsin  State  line  (including  Milwaukee 
rate  points);  thence  via  said  State  line  to  Mississippi  River;  thence  sontb- 
wardly  via  west  bank  of  Mississippi  River  to  the  Ohio  River;  thence  eastwardly 
via  south  bank  of  Ohio  River  to  Cincinnati;  thence  via  Chesapeake  &  Ohio 
Railway  to  Charleston,  W.  Va.;  thence  northwardly  via  Kanawha  &  Michi|»a 
Railway  to  Ohio  River;  thence  via  south  bank  of  Ohio  River  to  WheeUn?. 
W.  Va. ;  thence  via  Baltimore  &  Ohio  Railroad  to  Pittsburgh,  Pa< ;  thence  north 
wardly  through  Butler  and  Foxburg,  Pa.,  and  the  Allegheny  River  to  Sala 
manca;  thence  northwardly  to  Buffalo,  N.  Y.*,  also  including  points  located  « 
paid  line.  , 

CLASS  BATES. 

The  class  rates  between  iwlnts  within  said  boundary,  both  intrastate  and 
interstate,  were,  except  as  may  be  hereafter  stated,  increased  as  foUows: 
Rates  5i  cents  per  100  pounds  and  less  were  increased  one-fourth  of  1  cent: 
rates  in  excess  of  5i  cents  were  increased  5  per  cent,  minimum  increase  oj*- 
'fourth  of  1  cent  per  100  pounds.  The  following  table  illustrates  the  present  ani 
proposed  rates  to  a  more  or  less  extent  employed  in  publication  of  tarifts  for 
distances,  1  mile  to  and  including  450  mllea  By  way  of  explanation  It  may  be 
stated  there  are  other  class-rate  scales  In  effect  which  also  apply  for  distances 
within  450  miles  radius  and  same  were  likewise  increased,  subject  to  bass 
mentioned  above.  The  current  rates  for  distances  exceeding  450  miles  pob- 
lished  with  relation  to  450-mile  rate  scale  were  also  Increased  as  per  bis$ 
specified : 


Digitized  by  VjOOQ IC 


FIVE   PER   CENT   CASES. 


875 


Present  and  proposed  mileage  scale  of  rates  between  points  in  Central  Freight 

Association  territory. 


Classes  (rates  In  cents  per  100 
pounds). 


Smiles: 

Present... 

Proposed . 
10  miles: 

Present... 

Proposed . 
15  miles: 

Present... 

Proposed . 
20  miles: 

Present... 

Proposed. 
25  miles: 

Present... 

Proposed. 
30  miles: 

Present... 

Proposed . 
35  miles: 

Present.-., 

Proposed . 
40  miles: 

Present... 

Proposed. 
4.^)  miles: 

Present... 

Proposed . 
50  miles: 

Present... 

Proposed. 
A5  miles: 

Present... 

Proposed . 
W  miles: 

Present.. - 

Proposed. 
65  miles: 

Present... 

Proposed . 
70  miles: 

Present. . . 

Proposed. 
75  miles: 

Present... 

Proposed. 
HO  miles: 

Present... 

Proposed . 
85  miles: 

Present... 

Proposed . 
90  miles: 

Present... 

Proposed. 
95  miles: 

Present... 

Proposed. 
100  miles: 

Present.... 

Proposed., 
llOmUes: 

Present... 

PropcKed. 
120  miles: 

Present..., 

Proposed.. 


7.5 
7.9 


7.5 
7.9 


7.6 
7.9 


7.5 
7.9 


7.5 
7.9 


7.5 
7.9 


8.5 
8.9 


9.5 
10.0 


10.5 
11.0 


I 

1  12.0 
12.6 

13.0 
!  13.7 

I  14.5 
I  15.2 

I  15.5 
16.3 

17.0 
17.9 

18.0 
18.9 

19.5 
20.5 

21.0 
22.1 

22.0 
23.1 

23.0 
24.2 

24.0 
25.2 

24.5 
25.7 

25.0 
26.3 


7.5 
7.9 


7.5 
7.9 


7.5 
7.9 


7.5 
7.9 


7.5 
7.9 


8.5 
8.9 


9.5 
10.0 


10.5 
11.0 


11.5 
12.1 


12.5 
13.1 


13.0 
13.7 


14.0 
14.7 


15.0 
15.8 


16.0 
16.8 


18.5 
19.4 


19.0 
20.0 


20.0 
21.0 


22.0 
f  23.1 


22.0 
23.1 


22.0 
23.1 


22.0 
23.1 


3 

4 

7.9 
7.4 

6.0 
6.3 

7.0 
7.4 

6.0 
6.3 

7.5 
7.9 

7.0 
7.4 

7.5 
7.9 


7.5 
7.9 


7.5 
7.9 


8.0 

8.  .4 


9.0 
9.5 


10.0 
10.5 


10.5 
11.0 


11.5 
12.1 


12.0 
12.6 


13.0 
13.7 


13.5 
14.2 


16.0 
15.8 


17.0 
17.9 


17.0 
17.9 


17.0 
17.9 


18.0 
18.9 


19.0 
20.0 


19.5 
20.5 


19.5 
20.5 


4.0 

4.25 

4.5 
4.75 

5.0 
5.25 


7.0  ;  5.0 
7.4  j  5.25 


7.0     5.5 
7.4     5.75 


7.0 
7.4 


7.5 
7.9 


8.0 

8.4 


8.0 

8.4 


8.5 
^9 


9.0 
9.5 


lao 

10.5 


10.0 

ia5 


10.0 
10.5 


10.5 
11.0 


11.0 
11.6 


11.5 
12.1 


12.0 
12.6 


12.0 
12.6 


12.5 
13.1 


12.5 
13.1 


12.5 
13.1 


6.0 
6.3 


6.5 
6.8 


7.0 
7.4 


7.5 
7.9 


7.5 
7.9 

7.5 


7.6 
7.9 


8.0 

8.4 


8.0 

8.4 


8.5 
8.9 


8.6 
8.9 


9.0 
9.5 


9.0 
9.5 


9.0 
9.6 


9.0 
9.5 


9.5 
10.0 


3.0 
3.25 


3.0 
3.25 


.3.5 
3.75 


4.0 
4.25 


4.5 
4.75 


5.0 
5.25 


5.5 
5.76 


6.0 
6.3 


6.0 
6.3 


6.5 


6.5 
6.8 


6.5 
0.8 


7.0 
7.4 


7.0 
7.4 


7.0 
7.4 


7.5 
7.9 


7.5 
7.9 


8.0 
S.4 


8.0 
8.4 


8.0 
8.4 


8.0 
8.4 


8.0 

8.4 


Classes  (rates  in  cents  per  100 
pounds). 


26.0 
27.3 


27.5 
28.9 


28.5 
29.9 


30.0 
31.5 


31.0 
32.6 


31.5 
33.1 


32.0 
33.6 


33.0 
34.7 


34.0 
35.7 


35.0 
36.8 


35.5 
37.3 


36.0 
37.8 


37.0 
38.9 


38.5 
40.4 


40.0 
42.0 


41.0 
43.1 


42.0 
44.1 


4.3.0 
45.2 


44.0 
46.2 


44.6 
46.7 


46.0 
47.3 


23.0 
24.2 


24.0 
26.2 


25.0  1 
26.3 


26.0 
27.3 


26.5 

27.8 


27.0 
28.4 


28.0 
29.4 


28.5 
29.9 


29.6 
31.0 


30.0 
31.6 


30.5 
32.0 


31.0 
32.6 


32.0 
33.6 


33.0 
34.7 


34.0 
35.7 


36.0 
36.8 


36.0 
37.8 


36.6 
38.3 


37.6 
39.4 


38.5 
40.4 


39.0 
41.0 


19.6 
20.5 


20.0 
21.0 


20.0 
21.0 


21.0 
22.1 


21.6 
22.6 


21.5 
22.6 


22.0 
23.1 


22.0 
23.1 


22.6 
23.6 


22.6 
2,3.6 


23.0 
24.2 


23.0 
24.2 


23.6 
24.7 


24.5 
25.7 


25.0 
26.3 


26.0 
27.3 


27.0 
28.4 


27.5 

28.9 


28.5 
29.9 


29.0 
30.5 


30.0 
31.6 


4 

5 

6 

13.0 
13.7 

10.0 
10.6 

8.6 
8.9 

13.0 
13.7 

10.0 
10.6 

8.6 
8.9 

13.5 
14.2 

10.6 
11.0 

8.6 
8.9 

13.5 
14.2 

11.0 
11.6 

9.0 
9.5 

14.0 
14.7 

11.0 
11.6 

9.0 
9.5 

14.0 
14.7 

11.6 
12.1 

9.0 
9.6 

14.5 
15.2 

11.6 
12.1 

9.6 
10.0 

15.0 
15.  H 

12.0 
12.6 

9.5 
10.0 

15.0 
15.8 

12.5 
13.1 

10.0 
10.6 

15.0 
15.8 

13.0 
13.7 

10.0 
10.6 

16.5 
16.3 

13.0 
13.7 

10.6 
11.0 

16.0 
16.8 

13.0 
13.7 

10.5 
11.0 

16.0 
16.8 

13.5 
14.2 

10.5 
11.0 

16.6 
17.3 

14.0 
14.7 

11.0 
11.6 

17.0 
17.9 

14.6 
15.2 

11.6 
12.1 

18.0 
18.9 

16.0 
16.8 

12.0 
12.6 

18.5 
19.4 

16.6 
16.3 

13.0 
13.7 

19.0 
20.0 

16.5 
17.3 

13.5 
14.2 

19.5 
20.5 

17.0 
17.9 

14.0 
14.7 

20.5 

21.5 

17.5 
18.4 

14.6 
15.2 

21.0 
22.1 

18.0 
18.9 

16.0 
15.8 

ILLUSTRATION  OF  BATES  BETWEEN   SPECIFIC  POINTS. 

Exhibit  A  is  typical  of  the  present  and  increased  rates,  as  published  between 
the  origin  and  destination  points  mentioned  therein,  as  well  as  between  other 
points  within  said  territory  of  the  same  or  practically  the  same  distances.  I 
mention  that  the  figures  as  above  and  in  Exhibit  A  are  typical,  because  it 
can  not  be  said  with  certainty  that  they  are  the  rates  actually  published,  via 
all  routes  between  the  distances  or  the  points  mentioned.  '         /^^^r^T^ 
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Below  is  basis  on  which  the  carriers  checked  the  Intrastate  rates  between 
points  io  lower  peninsula  of  Michigan  with  the  approval  of  the  Michigan  rail- 
way commission,  one  of  the  Important  features  of  the  recheck  being  to  have  the 
rates  the  same  in  both  directions  as  required  by  the  Michigan  railway  com- 
mission : 

BASIS   FOR  RKCHECK   OF   MICHIGAN   CLASS   BATES. 

During  the  spring  and  summer  of  year  1932  the  carriers  undertook  to  work 
out  new  mileage  scale  for  class  rates  to  apply  between  points  in  Michigan  wliicb 
would  produce  the  desired  effects  for  the  satisfaction  of  both  the  railroad  com- 
mission and  the  railroads.  After  considerable  preliminary  work  and  seTcnl 
meetings  with  the  Michigan  railway  commission  the  following  scales  were 
decided  upon  by  a  method  of  figuring  shown  tliereunder : 


Scale  of  class  rates  to  apply  within  the  lower  peninsula  of  the  State  of  Michiff^^ 
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18 
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15 

15 
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14 
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14 

10 

8 
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34 

25 

19 

U 

19 

14 

10 
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425  miles.... 

53 

46 

35 

26 

1» 
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20 

15 

11 

8 

450  miles.... 

53 

46 

35 

26 

1» 

20 

15 

11 

4 

SOOmUes.... 

55 

47 

36 

27 

25 

U 

5  miles... 
10  miles. 
15  miles.. 
20  miles.. 
25  miles.. 
30  miles.. 
35  miles.. 
40  miles.. 
45  miles.. 
50  miles.. 
55  miles.. 
60  miles.. 
65  miles.. 
70  miles.. 
75  miles.. 
80  miles.. 
85  miles.. 
90  miles.. 
95  miles.. 

100  miles 

110  miles... 
120mU6S... 


The  above  scales  are  on  the  foUowing  basis:  5  to  150  miles,  present  Michigan  mileage  scale,  fint  d 
advanced  2  cents;  160  to  190  miles,  present  Michigan  mileage  sode,  first  class  advanoMl  1  cent;  ano  to 
mfles,  present  Michigan  mileage  scale,  first  class,  all  other  classes  5  to  150, 160  to  190, 200  to  600  — *'^— 
olnslve  are  86  per  cent,  66  per  cent,  37  per  cent,  49  per  cent,  and  29  per  cent,  respectively,  oC  sodi 
rates. 

Exhibit  B  illustrates  intra-Michigan  rates  between  specific  points  made  oc 
basis  shown  above. 

The  adoption  of  this  basis  within  Michigan  affected  the  interstate  rates 
between  certain  points  in  northern  Indiana  and  Ohio  and  iwints  in  the  lower 
peinsula  of  Michigan  which  were  relatively  on  a  lower  basis,  and  in  order  to 
properly  align  the  latter  rates  with  the  revised  Intrastate  rates  checked  in  t» 
apply  from  and  to  iM)ints  in  Michigan  on  or  adjacent  to  southern  boundary  of 
said  State  it  was  necessary  in  some  cases  to  advance  the  rates  between  points 
in  northern  Indiana  and  Ohio  and  points  in  southern  peninsula  of  Michigan  Is 
excess  of  5  per  cent,  but  the  minimum  Increase  was  5  per  cent. 

Exhibit  C  shows  some  of  the  interstate  rates  affected  by  the  readjustmcK 
within  Michigan,  viz:  (1)  Present  rates,  (2)  rates  published  account  Michigva 
readjustment.  (3)  rates  based  on  5  per  cent  increase. 

It  may  be  stated  that  the  adoption  by  the  carriers  and  the  Michigan  Railway 
Commission  of  the  basis  as  above  shown  preceded  by  several  months  the  date 
on  which  the  carriers  initiated  the  movement  for  the  general  increase  of  5 
per  cent,  consequently  the  interstate  rates  affected  by  this  action  necesarily 
were  involved  prior  to  the  date  carriers  initiated  5  per  cent  increase,  and  cai^ 
riers  were  preparing  to  publish  the  new  rates  when  the  5  per  cent  increase  was 
projected. 

The  rates  from  and  to  Louisville,  Owensboro,  Henderson,  and  Paducah,  Ky. 
which  were  made  subject  to  established  arbltraries  in  excess  of  the  increaaed 
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rates  published  from  and  to  the  usual  Ohio  River  base  points  in  cases' where 
arbitrarles  were  used  in  obtaining  present  rates.  This  will  also  apply  to 
commodity  rates. 

Still  another  exception  to  an  increase  of  5  per  cent,  literally  speaking,  are 
the  rates  proposed  between  Buffalo,  N.  Y. ;  Erie,  Pa. ;  Salamanca,  N.  Y. ;  Pitts- 
burgh, Pa.;  Wheeling,  W.  Va.,  and  points  taking  same  rates  and  points  con- 
tained in  territory  described  under  section  1  taking  higher  than  100  per  cent  at 
some  points  taking  100  per  cent  of  rates  applying  from  Chicago  to  New  York 
City.  (See  Exhibit  I  for  eastbound  percentage  map.)  The  rates  between 
these  points  were  advanced  subject  to  established  percentage  of  the  increased 
rates  proposed  from  same  origin  points  to  New  York  City. 

Th6se  rates  are  Illustrated  by  following: 

Comparison  of  class  rates  between  points  taking  in  excess  of  100  per  cent  basis 
and  Buffalo  and  Pittsburgh. 


Between  BufEalo  and  Pittsburgh  and— 

1 

61 

63.8 

53.6 

55.5 
58.5 
58.3 

56.5 
59.5 
59.3 

67.6 

61 

60.4 

59.6 

63 

62.6 

64 

67.3 

67.2 

2 

3 

4 

5 

6 

Peoria,  lU.;  Cadillac,  Mteh.,  110  per  cent: 

Present 

44.5 
46.6 
46.7 

48.6 
50.7 
50.9 

49 

61.6 

61.6 

60 

62.9 

62.6 

62.5 
65.4 
55.1 

56.6 
58.3 
58.3 

34 

36.8 

36.7 

37 
39 
38.9 

37.5 
39.6 
39.4 

38.6 
40.6 
40.4 

40 

42.1 

42 

42.6 
44.9 
44.6 

24 

26.1 

26.2 

26 

27.3 

27.3 

26.5 
27.8 
27.3 

27 

28.6 

28.4 

29 

30.5 

30.6 

29.5 
31.4 
31 

20.5 
21.6 
21.5 

22.5 
23.4 
23.6 

22.6 
23.8 
23.6 

23 

24.4 

24.2 

24.5 
25.9 
25.7 

25.6 
26.9 
26.8 

17 

Proposed 

17.9 

6  per  cent  advance 

17.9 

Mount  Vernon,  111.,  116  per  cent: 

Present 

18.6 

Proposed 

19.6 

6  p^  fti»Tit  ad  vftnoe 

19.4 

St.  Louis,  Mo.,  117  per  cent: 

Present 

18.6 

Proposed 

19.9 

6  per  w»Tit  fld vfince .    .                              .      

19.4- 

Cairo,  HI.,  120  per  cent: 
Eastbound— 

Present 

19 

Proposed 

20.4 

6  per  cent  advance 

20 

Westbound- 
Present 

20.6 

Proposed 

21.9 

.^  percent  advance .... 

21.6 

East  BurUngton,  111.,  122  per  cent: 

Present 

21.6 

Proposed 

22.6 

5  per  cent  advance 

22.6 

A  few  commodity  rates  were  increased  in  the  same  manner. 

EXTBA   TEBBITOBIAL. 

The  rate  increase,  in  so  far  as  it  applies  where  Joint  through  rates  are  in 
effect  from  and  to  South,  Southwest,  and  Northwest,  is  as  follows: 

Northwest, — The  rates  between  points  located  in  territory  described  above 
east  of  the  Indiana-Illinois  State  line  and  points  in  Wisconsin,  Eastern  Min- 
nesota, and  upper  peninsula  of  Michigan,  taking  Winona,  St.  Paul,  Duluth 
(Minn.),  Marquette,  Hancock,  Houghton,  Michlgamme,  and  Sault  Ste.  Marie 
(Mich)  rates,  were  increased  to  the  extent  of  the  increase  made  in  the  rates 
applying  between  Pittsburgh  and  Chicago;  that  is,  the  increase  in  the  first- 
class  rate  of  45  cents  per  100  pounds  between  Pittsburgh  and  Chicago  wag 
2.3  cents  per  100  pounds,  and  in  sixth-class  rate  of  15  cents  was  eight-tenths 
cent  per  100  pounds;  hence  the  rates  applying  between  St  Paul  and  Pittsburgh 
were  advanced — first  dasas  2.3  cents  per  100  pounds  and  sixth  class  eight-tenths 
cent  per  hundred  pounds. 

Exhibit  D  illustrates  this  increase. 

Lexington,  Ky.:  The  rates  applying  between  Buffalo  and  Pittsburgh  rate 
points  and  Lexington  and  Winchester,  Ky.,  groups  were  advanced  subject  to 
tlie  usual  percentage  of  the  increased  basing  rates  announced  to  apply  between 
Lexington  and  New  York  City. 

This  statement  will  also  apply  to  the  commodity  rates. 

Soutliwest. — ^The  Joint  through  rates  applying  from  territory  above  de- 
scribed located  east  of  the  Indiana-Illinois  State  line  to  Arkansas  and  other 
southwestern  territory  are  to  be  increased  to  the  extent  of  the  increase  made 
east  of  St  Louis  on  the  5  per  cent  advance. 

This  statement  will  also  apply  to  the  commodity  rates. 
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OOMMODITY   BATB8. 

The  commodity  rates  applying  between  points  in  territory  described  abovt 
both  intrastate  and  interstate,  were  also  advanced,  viz,  rates  per  100  pounds 
of  5|  cents  or  lower,  or  per  ton  of  $1.15  or  lower,  were  increase!,  respectiTeiT, 
one-fourth  cent  per  100  pounds,  or  5  cents  per  ton,  as  the  case  may  be,  aod 
rates  in  excess  of  said  amounts  were  increased  5  per  cent  subject  to  a  mlnimoii 
increase  of  one-quarter  of  a  cent  per  100  pounds  where  the  rates  applied  per 
100  pounds  and  5  cents  per  ton  where  the  rates  applied  per  ton,  except  that 
where  it  was  the  rule  to  establish  rates  on  a  differential  basis  such  differentiali 
were  also  employed  when  publishing  rates  subject  to  the  general  increase  ai 
mentioned. 

The  differential  adjustments  were  used  from  western  Pennsylvania,  easten 
and  southern  Ohio,  and  the  commodities  on  which  the  rates  were  published 
on  differential  basis  are  brick  and  articles  usually  taking  brick  rates,  inm 
and  steel  billets  and  articles  usually  taking  iron  and  steel  billets  rates,  pig 
iron  and  articles  usually  taking  pig-iron  rates. 

Exhibit  B  illustrates  rates  on  brick  from  and  to  sundry  points — (1)  pre§- 
ent  (2)  proposed,  subject  to  differentials,  (3)  figures  subject  to  5  per  cent 
increase. 

Exhibit  F  illustrates  rates  on  iron  and  steel  billets  from  and  to  waodij 
points— (1)  present,  (2)  proposed,  subject  to  differentials,  (3)  figures  sobjeet 
to  5  per  cent  increase. 

Exhibit  G  illustrates  rates  on  pig  iron  from  and  to  sundry  points — (1)  pres- 
ent (2)  proposed,  subject  to  differ^itials,  (3)  figures  subject  to  5  per  cent 
increase. 

The  exhibits  typify  general  situations  within  said  territory. 

On  a  few  commodities  from  i)oints  taking  100  per  cent  and  higher  ot  Chica|p&- 
to-New  York  City  rates,  to  Buffalo,  Erie,  Salamanca,  Pittsburgh,  Whe^ing.  and 
points  taking  same  rates,  the  rates  were  increased  subject  to  the  established 
percentage  of  the  increased  rates  applicable  from  same  points  of  origin  to  Nev 
York  City. 

The  commodity  rates  now  published  between  points  in  territory  described 
under  section  1  on  basis  of  percentage  of  established  class  rates  will  continoe 
to  be  made  on  same  percentage  basis,  but  subject  to  the  class  rates  incrmsed 
<m  basis  mentioned  above. 

Example. — Soda  ash  taking  85  per  cent  of  current  sixth-class  rates  will  con- 
tinue to  take  85  per  cent,  but  of  the  increased  sixth-class  rates. 

RAILWAY  EQUIPMENT. 

The  rates  on  railway  equipment  applying  per  mile  were  increased  5  per  c«t 
subject  to  minimum  increase  of  one-fourth  of  1  cent  per  mile. 

■BSHIFPINO    EATBS    Olf    GRAIN    AND    GRAIN    PRODUCTS    EX-TRAN8-M,I88I88IPPI    UfB 

,  TERRITORY. 

The  reshlpping  rates  on  grain  and  grain  products,  c.  1.  ex-trans-Mis^sripfd 
River,  from  Chicago,  Peoria,  and  East  St.  Louis  to  territory  described  under 
section  1  located  east  of  Indiana -Illinois  State  line  were  advanced  as  follows: 
Rates  from  East  St.  Louis  of  5}  cents  per  100  pounds  or  less  increased  000- 
fourth  cent;  rates  in  excess  of  5i  cents  per  100  pounds  increased  5  per  cent: 
rates  from  Peoria  and  Chicago  increased  by  observance  of  the  existing  differ- 
ences under  increased  rates  from  East  St.  Louis. 

RESHIPPING  RATES  ON  GRAIN  AND  GRAIN  PRODUCTS  KX-NORTHWBST. 

The  reshlpping  rates  on  grain  and  grain  products,  c.  1.,  ex-Northwest,  froa 
Chicago  and  Peoria  to  territory  described  under  section  1  located  east  «C 
Illinois-Indiana  State  lines  were  advanced  as  follows:  Rates  from  Cbicapo  sf 
5f  cents  per  100  pounds  or  less  increased  one-fourth  cent;  rates  in  excess  «C 
Si  cents  per  100  pounds  increased  5  per  cent ;  rates  from  Peoria  w&re  iaammi 
so  as  to  continue  the  present  relationship  to  the  increased  rates  from  Gkicago. 

,  GRAIN  AND  GRAIN  PRODUCTS. 

On  grain  and  grain  products,  c.  1.,  from  points  in  territory  described  ooder 
section  1  located  east  of  the  Illinois-Indiana  State  line  and  Lake  Mlchtcaa 
to  all  points  in  territory  described  under  section  1  the  rates  were  increased  m 
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follows:  Rates  of  5f  cents  per  100  pounds  or  less  increased  one-foorth  cent; 
rates  In  excess  of  5f  cents  increased  5  per  cent 

Note. — ^As  the  rates  on  grain  and  grain  products  from  and  between  points  on 
and  < west  of  the  Illinois-Indiana  State  line  up  to  and  including  the  Mississif^l 
River  to  destinations  in  territory  described  under  section  1  were  formerly  ad* 
vanced  1  cent  per  100  pounds,  with  some  exceptions,  and  tariffs  were  suspended 
by  I.  G.  C.  I.  &  S.  Docket  No.  232,  no  further  increase  was  published  to  take 
effect  November  15. 

BY-PRODUCTS  OF  GRAIN,  ETC. 

Rates  on  commodities  in  by-products  of  grain  list  from  Chicago  and  Mil- 
waukee rate  points  and  points  east  of  the  Illinois-Indiana  State  line  and  Lake 
Michigan  to  all  points  located  in  territory  described  under  section  1  were  also 
advanced  subject  to  the  basis  mentioned  above  for  grain  and  grain  products. 

From  points  taking  higher  than  100  per  cent  located  west  and  south  of  Chi- 
cago, to  Buffalo  and  Salamanca,  N.  Y. ;  Pittsburgh,  Pa. ;  Wheeling,  Parkersburg, 
and  Charleston,  W.  Va. ;  and  points  taking  same  rates,  subject  to  the  following 
arbitraries  over  the  increased  rates  from  Chicago : 


Cents  per 
From —  100  pounds. 

116  per  cent 3.0 

117  per  cent — = 3.0 

118  per  cent _—  3.0 

120  per  cent 3.5 

122  per  cent 4.0 

123  per  cent 4.0 

124  per  cent 4.0 

125  per  cent 4.5 


Cents  per 
Prom —  100  pounds. 

103  per  cent 0. 5 

104  per  cent 0.5 

105  per  cent 1.0 

108  per  cent 1. 6 

110  per  cent 1. 5 

112  per  cent 2.0 

113  per  cent 2. 5 

114  per  cent 2.5 

115  per  cent 2. 5 

Note. — As  the  rates  on  by-products  of  grain  from  points  west  of  the  Indiana- 
Illinois  State  line  up  to  and  Including  the  Mississippi  River,  to  destinations  de- 
scribed imder  section  1  (except  to  Buffalo,  Salamanca,  Pittsburgh,  Wheeling,  Par- 
kersburg, and  Charleston)  were  formerly  advanced  1  cent  per  100  pounds,  with 
some  exceptions,  the  tariffs  were  suspended  by  Interstate  Commerce  Commission 
I.  &  S.  Docket  No.  232,  no  further  increase  was  published  to  take  effect  Novem- 
ber 15. 

EXTRATERRITORIAL. 

The  extent  to  which  the  joint  through  commodity  rates  applying  from  and  to 
South,  Southwest,  and  Northwest  were  increased  as  follows: 

Northewst, — The  joint  through  commodity  rates  published  between  points  located 
in  territory  mentioned  above  east  of  the  Indiana-Illinois  State  line  and  points  in 
Wisconsin,  eastern  Minnesota,  and  upper  peninsula  of  Michigan  taking  Winona, 
St.  Paul,  Duluth  (Minn.),  Marquette,  Michigamme,  Houghton,  Hancock,  and 
Sault  Ste.  Marie  (Mich.),  rates  were  advanced  amounts  equal  to  the"* increase 
made  in  the  commodity  rate  applying  between  C>hicago  and  points  east  thereof. 
In  some  cases  the  advance  made  in  the  commodity  rate  from  or  to  Chicago  (as 
the  case  may  be)  and  the  base  point  east  thereof  was  the  measure  of  the 
Increase  made  In  the  joint  through  rates  published  on  same  commodity  from  all 
XK)ints  in  respective  origin  territories. 

For  illustration,  the  rate  of  $1.95  per  ton  on  brick  from  Pittsburgh  to  Chicago 
was  advanced  5  per  cent,  or  9  cents  per  ton,  hence  rate  from  Pittsburgh  to*St 
Paul  was  increased  9  cents  per  ton,  and  the  same  increase  was  made  from  other 
points  east  of  Ohio-Indiana  State  line.  The  rate  of  $2.25  per  ton  on  cast-iron 
pil)e  from  Ohio  River  gateways  to  CJhicago,  111.,  was  increased  5  per  cent,  or 
11  cents  per  ton,  hence,  rate  from  Cincinnati  to  Duluth  was  increased  11  cents 
jier  ton. 

The  eastbound  commodity  rates  were  increased  subject  to  same  principle. 


TO  TRANS- MISSISSIPPI  RIVER  TERRITORY. 


The  joint  through  commodity  rates  from  territory,  described  under  section  1, 
located  east  of  the  Illinois-Iiulfana  State  line,  to  trans-Mississippi  River  terri- 
tory, Montana,  Wyoming,  Colorado,  Oklahoma,  and  east  thereof,  to  which  joint 
through  commodity  rates  are  published  from  said  origin  territory,  were  ad- 
vanced to  the  extent  of  the  increase  made  in  the  rates  from  the  base  or  origin 
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points  mentioned  (as  case  may  be)  to  the  junction  of  Central  Freight  Asaodft- 
tlon  and  western  roads,  which  was  used  as  the  western  base  point. 

Illustrations. — The  rates  on  salt  from  Pennsylvania, ,  Ohio,  and  sonthen 
peninsula  of  Michigan  to  points  referred  to  were  advanced  six-tenths  cent  per 
100  pounds,  this  being  the  advance  made  In  the  rate  on  salt  from  Pittsburgh  to 
Chicago. 

The  advance  in  the  rate  on  woodenware  from  Michigan  points,  lower  penin- 
sula, to  Missouri  River  crossings  was  five-tenths  cent  per  100  pounds,  said 
amount  being  the  increase  made  in  the  rate  from  said  origin  to  Chicago. 

COMBINATION  OF  LOCALS  OB  PROPORTIONALS. 

Through  rates  made  on  combination  of  locals  or  proportional  rates  were  to- 
creased  to  extent  of  increase  made  In  the  locals  or  proportional  rates  applicable 
from  and  to  the  base  point  used. 

Class  and  Commodity  Rail  and  Lake  Rates  to  Lake  Huron,  Lake  SxTFEUUt 
Michigan  Ports,  also  St.  Paul,  ADnn.,  etc. 

class. 

The  class  rates  from  points  in  western  New  York  and  Pennsylvania,  Ohio» 
Indiana,  etc.,  to  points  named  in  caption  were  advanced  on  basis  as  follows: 
First,  combination  of  locals  on  increased  basis  to  and  from  Lake  Erie  ports  were 
used;  second,  Baltimore  rates  on  increased  basis  were  applied  as  maxima; 
third,  the  usual  grouping  and  adjustments  were  observed;  fourth,  customary 
differentials  below  all-fail  rates  were  applied. 

commodity. 

The  commodity  rates  were  obtained  as  follows:  Manufactured  iron  and  steel 
articles,  rates  were  Increased  subject  to  foregoing  principle  as  mentioned  for 
class  rates;  cast-iron  pipe,  rates  were  increased  subject  to  usual  differ^itials 
under  all-rail  rates  from  base  points  to  St.  Paul,  Minn.;  miscellaneous  com- 
modities, Joint  through  rates  were  increased  5  per  cent 

rates  for  rules  25,  26,  AND  28. 

The  rates  for  official  classification  rules  25,  26,  and  28  were  computed  in 
accordance  with  rules  mentioned  therefor  in  current  official  classification. 

Rule  used  for  disposition  of  fractions  of  a  cent  when  computing  rate*  subject 
to  S  per  cent  advance,  except  from  Canada, — Under  five  one-hundred ths  of  t 
cent  were  omitted;  five  one-hundredths  of  a  cent  or  higher  were  called  one- 
tenth  of  a  cent. 

/«tt»^rafion«.— .0514=^.051;  .05149=.051;  .0515=.e52. 

Section  2. — Rates  from  points  west  of  Buffalo  and  Salamanca,  N,  F.,  Pitt^burgK 
Pa.f  Parkershurg  and  Charleston,  W.  Va.,  to  points  east  thereof. 

Class  Rates. 

The  class  rates  from  Chicago,  111.,  to  New  York  City  were  increased  5  per 
cent,  viz: 

Governed  hy  official  classification. 

[Cents  per  100  pounds.] 


4 

1 

Classes. 

2 

3 

4 

6 

« 

Present 

75 
78.8 

65 
68.3 

60 
62.5 

35 
36.8 

30 

IS 

Proposed. 

31.5          S.1 

The  class  rates  from  other  points  in  the  territory  described  under  section  1  to 
New  York  City  were  Increased  subject  to  the  established  percentage  of  tte 
advanced  basing  rates  as  named  above  to  apply  from  Chicago  to  New  York  City. 

Illustration. — From  Toledo,  Ohio,  to  New  York  City  the  present  and  proposed 
rates,  respectively,  are  78  per  cent  of  the  figures  named  above.  The  rates  te 
interior  eastern  basing  points  were  computed  subject  to  the  established  p«t:eDt- 
age  of  the  advanced  basing  rates  to  New  York  City. 
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Illustration. — From  Chicago  to  Albany,  N.  Y.,  the  present  and  proposed  rates, 
respectively,  are  96  per  cent  of  the  figures  shown  above. 

Illustration.— From  Chicago  to  Rochester,  N.  Y.,  the  present  and  proposed 
rates  are  74  per  cent  of  figures  named  above. 

The  rates  to  Boston  rate  territory  are  made  subject  to  the  following  arbl- 
traries  in  excess  of  the  advanced  rates  to  New  York  City : 


Classes. 

1 
7 

2 

6 

3 

4 

5 

« 

fiei»tJip«T  lOOpoUTids.... ..,, 

5 

4 

3 

2 

The  advanced  rates  to  Philadelphia  rate  points  are  made  subject  to  an  arbi- 
trary of  2  cents  per  100  pounds  for  all  classes  below  the  Increased  rates  to  New 
York  City,  and  the  advanced  rates  to  Baltimore  rate  points  are  made  subject  to 
an  arbitrary  of  3  cents  per  100  pounds  below  the  increased  rates  to  New  York 
City. 

The  advanced  rates  to  Newport  News  and  Norfolk  rate  points  are  the 
increased  rates  to  Baltimore,  except  from  certain  territory  located  south  and 
east  of  Columbus,  Ohio.  From  this  excepted  territory  the  usual  practice  was 
observed,  and  the  Increased  rates  from  Columbus,  Ohio,  to  Baltimore,  Md.,  are 
applied  as  minima  to  Virginia  cities. 

In  other  words,  the  carriers  in  arriving  at  the  advanced  rates,  as  published 
in  their  tariffs,  followed  the  same  procedure  as  obtained  In  arriving  at  the 
present  rates. 

The  following  tables  are  illustrations  from  sundry  percentage  points  in  origin 
territory,  as  mentioned  above,  to  basing  points  east  of  Buffalo  and  Pittsburgh : 

TO  BALTIMORE,  MD.  • 


From— 


Cairo,  m.,  120  per  cent: 

Present 

Proposed 

5  per  cent  advanoe 

Chlcac^o,  III.,  100  per  cent: 

Present 

Proposed 

5per  cent  advanoe 

Cleveland,  Ohio,  71  per  cent: 

Present 

Proposed 

5  per  oent  advanoe 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

5  per  oent  increase 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

5  per  cent  advanoe 

Freeport,  III.,  122  per  cent: 

Present 

Proposed 

5  pen- oent  advance 

Grand  Rapids,  Mich.,  96  per  oent: 

Present 

Proposed 

5  per  cent  advance 

Indianapolis,  Ind.,  93  per  oent: 

Present 

Proposed 

5  per  cent  advanoe 

Peoria,  III..  110  per  cent: 

Present 

Proposed 

5  per  cent  advanoe 

St.  Louis,  Mo.,  117  per  cent: 

Present 

Proposed 

5  per  oent  advanoe 


Classes  (rates  in  cents  per  100  pounds). 


87 

9L6 

91.4 

72 

76.8 

76.6 

60 

62.9 

62.6 


66.6 
66.1 

66.6 
68.5 
68.3 

88.5 
93.1 
92.9 

69 

72.6 

72.6 

66.6 
70.3 
69.8 

79.6 
83.7 
83.6 

84.6 
89.2 
88.7 


76 
79 
78.8 


66.3 
65.1 

43 

46.5 

46.2 

53.5 
66.4 
66.2 

47.6 
60.3 
49.9 

76.5 
80.3 
80.3 

69.6 
62.6 
62.6 

67.6 
60.6 
60.4 

68.5 
72.1 
7L9 

73 

76.9 

76.7 


3 


57 
60 
69.9 

47 

49.5 

49.4 

32.6 
34.3 
34.1 

40.5 
42.7 
42.6 

86 
38 
37.8 


61.1 
60.9 

46 

47.4 

47.3 

43.6 
46.8 
46.7 

32.6 
64.8 
64.6 

66.6 
68.4 
68.8 


39 

4L2 

41 

32 

33.8 

33.6 

22 

23.1 

23.1 

27.6 

29 

28.9 

24.5 
25.7 
26.7 

39.5 
41.9 
41.6 

30.6 
32.3 
32 

29.6 
3L2 
81 

36.5 
37.5 
37.8 

38 

40.1 

89.9 


34.8 
34.7 

27 

28.6 

28.4 

18.5 
19.4 
19.4 


24.4 
24.2 

20.6 
21.6 
21.5 

33.5 
35.4 
36.2 

26 

27.2 

27.3 

26 

26.3 

26.3 


31.7 
8L5 

32 

33.9 

33.6 


27 

28.6 

28.4 

22 

23.8 

23.1 

14.6 
15.7 
16.2 

18.6 
19.9 
19.4 

16.6 
17.6 
17.8 

27.6 
29.1 
28.9 

21 

22.2 

22.1 

30 

31.6 

81 

34.6 
26.9 
26.7 


U. 


.8 
37.3 


Google 
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TO   BOSTON,  MASS. 


From— 


rairo,  UL,  120  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Chicago,  111.,  100  per  cent: 

Present 

Proposed 

5  per  cent  ad  vance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Cleveland,  Ohio,  71  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Freeport.  III.,  122  per  cent: 

rresent 

Proposed 

5  per  cent  advance 

Grand  Rapids,  Mich.,  96  per  cent: 

Present 

Proposed 

5  pctf'  cent  advance 

Indianapolis,  Ind.,  99  per  cent:    • 

Present 

Proposed 

5  pw*  cent  advance 

Peoria.  III.,  110  per  oent: 

Present 

Proposed 

5  per  cent  advance , 

St.  Louis,  Mo.,  117  per  cent: 

Present 

Proposed 

5  per  cent  advance 


Classes  (xates  in  cents  per  100  poonds). 


1 

2 

3 

97 

101.6 
101.9 

84 
88 
88.2 

65 
68 
68.3 

R2 

85.8 

86.1 

71 

74.3 

74.6 

55 

57.5 
57.8 

72 

75.6 

75.6 

62.5 
65.4 
65.6 

48.5 
50.7 
50.9 

60 

62.9 

63 

52 

64.5 

54.6 

40.5 
42.8 
42.5 

65.6 
68.5 
68:8 

£6.5 
69.3 
60.3 

44 

46 
46.2 

98.5 
103.1 
103.4 

85.5 
89.8 
89.8 

66 

69.1. 

69.3 

79 

82.6 

83 

68.5 
71.6 
71.9 

83 

55.4 

55.7 

76.5 
80.3 
80.3 

66.5 
69.5 
69.8 

51.5 
53.8 
54.1 

89.5 
93.7 
94 

71.6 
81.1 
81.4 

60 

62.8 

63 

94.5 
99.2 
99.2 

82 

85.9 
86.1 

63.5 
66.4 
66.7 

TO  NEW  YORK  CITY. 


Cairo.  111.,  120  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Chicago,  III.,  100  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Cleveuind,  Ohio,  71  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Freeport,  111.,  122  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Grand  Rapids,  Mich.,  96  per  oent: 

Present 

Proposed 

5  per  cent  advance 

ftidianapolis,  Ind.,  93  per  cent: 

Present 

Proposed , 

5  per  cent  advance 

Peoria,  111.,  110  per  cent: 

Present 

Proposed 

6  per  cent  advance 

6t.  Louis,  Mo.,  117  per  cent: 

Present 

Proposed 

5  per  cent  advance 


90 

94.6 

94.6 

75 

78.8 

78.8 

65 

68.6 

68.3 

53 

55.9 

55.7 

58.5 
61.5 
6L4 

91.5 
96.1 
96.1 

72 

75.6 

75.6 

60.5 
73.3 
73 

83.3 
86.7 
86.6 

87.5 
92.2 
91.9 


78 
82 
81.9 

65 

68.3 

68.3 

56.5 
50.4 
59.3 

46 

48.5 

48.3 

50.5 
53.3 
53 

79.5 
83.3 
83.5 

62.5 
65.6 
65.6 

60.5 
63.5 
63.5 

71.5 
75.1 
75.1 

76 

79.9 

79.8 


60 
63 
63 


82.5 
52.5 

43.5 
45.7 
45.7 

35.5 
87.3 
37.  S 

39 
41 
41 

61 

64.1 

64.1 

48 

5a4 

50.4 

46.5 

48.8 


48.8 

65 

57.8 

57.8 

58.5 

61.4 

.      61.4 

46 

48.2  ' 
48.3 

39     ! 

4a8 

41      1 

a 
a.1 

8.4 

39 

40.8  , 
41 

33 
34.5 

34.7 

17 

a.1 

38.4 

S4.5 

36 

36.2 

29 

ao.4 

30l5 

311 
lit 

atT 

2» 

30-1  , 
30.5! 

24.5 
25.4 
25.7 

Hi 
aB.i 

81.5  1 
32.7 
33.1  1 

26-5 
27.6 

27.8 

fl-i 
ai 

46.5 
48.0 
48.8 

39.5 
4L4 
4L5 

}il 

37.5 
39.3 
30.4 

32 

33.2 

33.6 

% 

r.i 
r.j 

36.5 
38.2 
38.3 

31 

32.3 

32.6 

42.5 

44.5 
44.6 

36 

37.7 

37.8 

as 

45 

47.1 
47.3 

38 

39.9 

39.9 

SI 
£1 

42 

44.2 
44.1 

36 

37.8 
37.8 

96 

ill 

35 

36,8 

36.8 

30 
3L5 
;      31.5 

35 

3a5 

32 

32 

'      27.3 

fit 

£t 

25 

26.1 

36.3 

21.  S 
^4 
236 

HI 

27.5 
28.7 
28.0 

23.5 
24.6 

>      24.7 

1      »* 

42.5 
44.9 
44.6 

!      36.S 
38.4 
383 

33.5 
36.3 
35.3 

29 

3lLl 

'      39.5 

1 

32.5 
34.2 
34.1 

28 
!       29.4 

1 

38.5 
4a5 
4a4 

S3 

34.7 
34.7 

41 

43.1 

43.1 

35 

361 

36.8 

!  I 
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TO  PHILADELPHIA,  PA. 


Prom- 


Cairo,  HL,  120  per  cent: 

Prosent 

Proposed 

5  per  cent  advance 

Chk»Ko,  HI.,  100  pet  cent: 

Present 

Proposed 

5  per  cent  advance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

5  per  cen  t  advance 

Cleveland,  Ohio,  71  per  cent: 

Present 

Pr(q[)09ed 

5  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

5  per  oept  advance 

FreepcHTt,  HI.,  122  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Grand  Rapids,  Mich.,  96  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Indianapolis,  Ind.,  fiS  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Peoiia,  nu,  110  pei  cent: 

Present 

Proposed 

6  per  cent  advance 

St.  Louis,  Mo.,  117  per  cent: 

Present 

Proposed 

6  per  cent  advance 


Classes  (rates  in  cents  per  100  pounds). 


92.6 
92.4 

78 

76.8 

76.7 

63 

66.6 

66.2 

51 

53.9 

53.6 

56.5 
59.5 
59.3 

89.5 
94.1 
94 

70 

73.6 

73.5 

67.5 
71.8 
7a9 

80.5 
84.7 
84.5 

85.5 
90.2 
89.8 


76 
80 
79.8 

68 

66.3 

66.2 

54.5 
57.4 
57.2 

44 

46.5 
46.2 

48.5 
51.3 
50.9 

77.5 
8L3 
81.4 

60.5 
63.6 
63.5 

58.5 
61.5 
61.4 

60.5 
73.1 
73 

74 

77.9 

77.7 


58 
61 
6a9 

48 

50.5 

5a4 

41.5 
43.7 
43.6 

33.5 
35.3 
35.2 

37 
39 
38.9 

59 

62.1 

62 

46 

48.4 

48.3 

44.5 
46.8 
46.7 

53 

55.8 

55.7 

56.5 
59.4 
59.3 


40 

42.2 

42 

33 

34.8 

34.7 

28.5 

30 

29.9 

23 

24.1 

24.2 

25.5 
26.7 
26.8 

40.5 
42.9 
42.5 

3L5 
83.3 
33.1 

3a5 
32.2 


36.5 
88.5 
3&3 

39 

4L1 

41 


TO  ROCHESTER,  N.  Y. 


34 

35.8 

35.7 


29.5 
29.4 

24 

25.4 

26.2 

19.5 
20.4 
20.5 

2L5 
22.6 
22.6 

34.5 
36.4 
36.2 

27 

28.2 

28.4 

26 

27.3 

27.3 

31 

32.7 

32.6 


34.9 
34.7 


29.6 
29.4 


24.3 
24.3 

19.6 
20.S 
2a6 

15.5 
16.7 
16.) 

17.5 
18.6 
18.1 

28.5 
30.1 
29.« 

22 

23.2 

23.1 

21 

22.6 

22.1 

25.5 
26.9 
26.S 

27 

28.8 

28.4 


Cairo,  HI.,  120  per  cent: 

Present 

Proposed 

5  p«r  cent  advance 

Chicago,  IlL,  100  pel  cent: 

Present 

Proposed 

0  per  cent  advance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

b  per  cent  advance 

Cleveland,  Ohio,  71  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Detroit,  Mich.,  78  pei  cent: 

Present 

Proposed 

5  per  cent  advance 

Freeport,  Dl.,  122  per  cent: 

Piesent 

Proposed 

6  per  cent  advance 

Grand  Rapids,  Mich.,  96  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Indianapolis,  Ind.,  93  per  cent: 

Present 

Proposed 

5  pei  cent  advance 

Peoria,  m.,  110  per  cent: 

Present 

Proposed 

5  per  cent  advance 

St.  Louis,  Mo.,  117  per  cent: 

Present « 

Proposed 

5  per  cent  advance , 


68.5 
71.9 
71.9 

59.5 
62.3 
62.5 

45.5 
47.9 
47.8 

32 

33.6 

33.6 

27.5 
28.7 
28.9 

55.5 
f8.8 
£8.3 

48 
£0.5 

50.4 

37 

3&9 

38.9 

20 

27.2 

27.3 

22 

23.3 

23.1 

48 

50.8 

5a4 

42 
44 

44.1 

32 

33.8 

33.6 

22.5 
23.7 
23.6 

19 

20.3 

20 

33.5 
35.2 
35.2 

20 

30.6 

30.5 

216 
23.5 
23.6 

15.5 
16.4 
16.3 

13.5 
14.1 
14.2 

40 

41.8 

42 

34.5 
36.2 
36.2 

26.5 
27.9 
27.8 

18.5 
17.5 
19.4 

16 

16.7 

16.8 

60.5 

73 

73 

60.5 
63.3 
68.5 

46.5 
48.7 
48.8 

32.5 
34.1 
34.1 

27.5 
29.2 
28.9 

58.5 
55.9 
56.2 

46 

4&5 

48.3 

35.5 
37.3 
37.3 

25 

26.1 

26.3 

21.5 
22.3 
22.0 

5L5 
54.2 
64.1 

45 
47 
47.3 

34.5 
36.1 
36.2 

24 

25.3 

25.2 

20.5 
2L7 
21.5 

62.5 
65.9 
65.6 

54.5 
57.1 
57.2 

42 

43.9 

44.1 

29.5 
30.8 
31 

25 

26.4 

26.3 

66.5 
70.1 
60.8 

58 

6a7 

6a9 

44.5 
46.7 
46.7 

81 

32.8 
32.6 

26.5 

28 

27.8 

23 
24 
24.  S 

18.5 
19.5 
19.4 

16 
16.9 
16.  • 

11 

11.8 

11.6 

13.5 
13.9 
14.2 

28 

24.4 

24.2 

18 

1&6 

18.9 

17 

18.1 

17.9 

21 
28 
22L1 

23 

23.4 

23.1 
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TO  UTICA,  N.  Y. 


From- 


Cairo,  lU.,  120  per  cent: 

Prase  at , 

Proposed 

6  per  cent  advance 

Chicago,  IlL,  100  per  cent: 

Present ^ 

Proposed 

5  pei  cent  advance 

Cincinnati,  Ohio,  87  pei  cent: 

Present 

Proposed 

5  cer  cent  advance , 

Cleveland,  Ohio,  71  pei  cent: 

Present 

Proposed 

5  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

5  per  oen  t  advance 

Freeport,  Dl.,  122  per  cent: 

Present , 

Proposed 

6  per  cent  advance 

Grand  Rapids,  Mich.,  06  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Indianapolis,  Ind.,  93  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Peoiia,  Dl.,  110  per  cent: 

Present 

Proposed 

5  per  cent  advance 

St.  Louis,  Mo.,  117  per  cent: 

Piesent 

Proposed 

6  per  cent  advance 


Classes  (rates  in  cents  per  100  poonds). 

1 

2 

3 

4 

38 

4a2 

39.9 

31.5 
33.1 
33.1 

27.5 
28.8 
28.9 

2a5 
21.7 
21.5 

24 
25 
25.2 

38.5 
4a  9 
4a4 

30 

31.8 

31.5 

29 

3a8 

3a5 

35 

3ft.9 

36.8 

37.5 
39.2 
39.4 

5 

33 
34.4 

34.7 

27 

284 

284 

23.5 
24.7 
24.7 

18 

186 

18.9 

2a5 

.      21.4 

2L5 

S3 

34.9 
34.7 

26 
27.2 

r.3 

25 

26.4 

26.3 

30 

3L6 

3L5 

32 

33.6 
33.6 

• 

82 

86.1 

86.1 

67.5 
70.9 
70.9 

685 
61.7 
61.4 

44 

46.4 
46.2 

61 

53.6 

53.6 

83.5 
87.5 
87.7 

65 
68 
68.3 

62.5 

66 

65.6 

75 

789 

788 

79.5 
83.9 
83.5 

71 

74.6 

74.6 

585 
61.6 
61.4 

51 

53.5 

63.6 

38 

40.3 

39.0 

44 

46.4 

46.2 

72.5 
75.8 
76.1 

56 
59 
588 

54.5 
57.2 
57.2 

65 

683 

683 

69 

72.7 

72.5 

54.5 
57.3 
67.2 

45 

47.3 

47.3 

39 

41.1 

41 

29.5 

31 

31 

34 

35.7 

35.7 

55.5 
58.3 
58.3 

43 

45.4 

45.2 

42 

43.9 

44.1 

50 

62.6 

52.5 

53 

55.9 

65.7 

%.i 

&I 

ai 

s.^ 

jx: 

2S.4 

US 

Ai 

AS 

US 

lS.i 

U.) 

i:.j 

n.f 

s 

a: 

A4 

fi.S 

a: 

Af 

AS 

Al 

AS 

» 

AI 

A3 

AS 

S 

At 

Commodity  Ratks. 

The  commodity  rates  (which  are  commonly  understood  to  mean  rates  appfl^ 
cable  on  articles  that  are  not  subject  to  the  established  class  rates  gox&wA 
by  official  classification)  from  origin  points  west  of  Buffalo  and  SalamaiKi. 
N.  Y.,  Pittsburgh,  Pa.,  Parkersburg  and  Charleston,  W.  Va.,  included  to 
boundary  described  under  section  1  to  points  east  thereof,  were  also  advanced 
subject  to  5  per  cent  increase  in  the  basing  rates  applying  to  New  York  Otj 

Where  a  basing  rate  existed  from  Chicago  to  New  York  City,  such  basii? 
rate  was  advanced  5  per  cent,  and  the  rates  In  effect  from  other  points  b 
said  origin  territory  to  New  York  City  were  computed  on  the  establisbed 
percentage  of  the  advanced  basing  rate  from  Chicago  to  New  York  City. 

Where  there  are  commodity  rates  from  origin  points  located  In  territory 
mentioned  in  section  1  and  no  commodity  rates  are  now  published  from  ChicaiK^ 
on  like  traffic,  such  commodity  rates  from  each  origin  point  to  New  York  dtr 
were  advanced  5  per  cent. 

The  increased  rates  to  Boston,  Philadelphia,  and  Baltimore  rate  points  tre 
the  established  arbitrarles  In  excess  of  or  below  (as  the  case  may  be)  tbe 
increased  rates  to  New  York  City. 

The  Increased  rates  to  Newiwrt  News  and  Norfolk  rate  points  are  the  aw 
as  to  Baltimore,  subject  to  the  usual  exception  from  territory  south  and  eft«t  ^ 
Columbus,  Ohio ;  1.  e.,  rates  from  Columbus,  Ohio,  to  Baltimore  are  applied  » 
minima. 

The  rates  to  interior  eastern  basing  points  were  computed  subject  to  the 
established  percentage  of  the  advanced  basing  rates  to  New  York  City,  eie«pt 
where  the  present  rates  may  have  been  arrived  at  subject  to  different  procedBra 
in  which  event  such  procedure  was  observed  in  publication  of  liAnreased  ratet. 

The  following  are  Illustrations  where  commodity  basing  rates  exist  troe 
Chicago  to  New  York  City :  ^  ^ 
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TO  BALTIMORE,  MD. 


Basis  Chicago  to  New  York  City: 

Present 

Proposed 

FBOM— 

Cairo,  III.,  120  per  cent: 

Present 

It     Proposed 

6  per  cent  advance 

Chicago,  111.,  100  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Cincbinati,  Ohio,  87  per  cent: 

Present 

Proposed 

fi  per  cent  advance 

Cleveland,  Ohio.  71  per  cent: 

Present 

Proposed , 

5  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Freeport,  111.,  122  per  cent: 

Present , 

Proposed 

5  per  cent  advance 

Grand  Rapids,  Mich.,  06  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Indianapolis,  Ind.,  93  per  cent: 

Present 

ProiMMed 

6  i>er  cent  advance 

Peoria,  IIL.  110  per  cent: 

Present 

Proposed 

5  pctt"  cent  advance 

St.  LouLs,  Mo.,  117  per  cent: 

Present 

Proposed 

5  per  cent  advance 

~  TO  BOSTON,  MASS. 

FROM—  '• 

CalrOj]U1^120  per  cent: 

Iresent 

Proposed 

5  per  cent  advance 

Chicago,  111.,  100  per  cent: 

Present 

Propo«od 

6  per  cent  advance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

5  per  cent  advance , 

Cleveland,  Ohio,  71  per  cent; 

Present 

Proposed 

6  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Freeport,  111.,  122  per  cent: 

Present 

Proposed 

6  per  cent  advance ^ 

Qmaa  Rapids,  Mich.,  06  per  cent: 

Present 

Propo«»ed 

6  per  c<*nt  advance 

iBdlanapolLs,  Ind.,  03  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Peoria,  m.,  110  per  cent: 

Present 

Proposed 

6  pw"  cent  advance 

8t^  Loais,  Mo.,  117  per  cent: 

Present 

Proposed 

6  pes*  cent  advance 


Commoditv  rates  (in  cents  per 
100  pounds). 


22 
23.1 

21 
22.1 

20 
21 

17.6 
18.4 

23.5 
24.7 
24.7 

22 

23.5 

23.1 

21 

22.2 

22.1 

18 

19.1 

18.9 

19 

20.1 

20 

18 

10.1 

18.9 

17 
18 
17.9 

14.5 

15.4 
1&2 

16 

17.1 

16.8 

15.5 
16.2 
16.3 

14.5 
15.3 
15.2 

12 
18 
12.6 

12.5 
13.4 
13,1 

12 

12.7 

12.6 

11 

11.9 

11.6 

as 

10.1 
10 

14 
15 
14.7 

13.6 
14.2 
14.2 

12.5 
13.4 
13.1 

10.5 
1L4 
11 

24 

26.2 

25.2 

22.5 

24 

23.6 

2L5 
22.6 
22.6 

18.5 
19.4 
19.4 

18 

19.2 

18.9 

17 

18.2 

17.9 

16 

17.2 

16.8 

14 

14.  T 
14.  T 

17.5 
18.5 
18.4 

16.5 
17.6 
17.3 

15.5 
16.5 
16.3 

13.5 
14.1 
14.2 

21 

22.4 

22.1 

20 

21.3 

21 

19 

20.1 

20 

16 

17.2 

18.8 

22.5 

24 

23.6 

21.5 
22.9 
22.6 

20.5 
21.6 
21.5 

17.6 
1&6 
18.4 

28.5 
29.7 
29.9 

27 

28.5 

28.4 

26 

27.2 

27.3 

24 

25.1 

25.2 

23 

24.1 

24.2 

22 
23 
23.1 

21 

22.1 

22.1 

20.5 
21.2 
21.5 

19.5 
20.3 
20.5 

17.5 

ia4 

18.4 

17 

17.7 

17.9 

16 

16.9 

16.8 

19 
20 
20 

18.5 
19.2 
19.4 

17.5 
18.4 
18.4 

29 

30.2 

30.5 

27.5 

20 

28.9 

26.5 
27.6 
27.8 

23 

24.2 

24.2 

22 

23.2 

23.1 

21 

22.2 

22.1 

22.6 
23.6 
23.6 

21.5 
22.6 
22.6 

20.5 
21.5 
21.5 

26 

27.4 

27.3 

26 

26.3 

26.3 

24 

25.1 
25.2 

27.6 

29 

28.9 

26.6 
27.9 
27.8 

26.5 
26.6 
26.8 

23 

24.1 

24.2 

19.5 
20.4 
2a6 

17 
18 
17.9 

14.6 
15.1 
15.2 

15.6 
16.8 
16.3 

23.6 
24.4 
24.7 

10 

19.7 

20 

1&8 
19.1 
19.4 

21 

22.1 

22.1 

22.5 
23.6 
23.8 
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TO  NEW  YORK  CITY. 


Basis  Chicago  to  Now  York  City: 


Present... 
Proposed. 


VBOM- 

Cairo,  IlL,  120  per  cent: 

Present 

_  Proposed 

6  per  cent  advance 

Chicago,  111.,  100  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Cleveland,  Ohio,  71  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

'  6  per  cent  advance 

Frserort,  HI.,  122  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Grand  Rapids,  Mich.,  96  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Hidianapolis,  Ind.,  93  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Peoria,  III. .  110  per  cent: 

Present 

Proposed 

ft  per  cent  ad  vance 

St.  Lonis,  Mo.,  117  per  cent: 

Present 

Proposed 

ft  per  cent  advance 


Commodity  rates  (in 
lOOpoonds). 


cmti  ps 


22 


26.5 
27.7 
27.8 

22 

23.1 

23.1 

19 

20.1 

20 

15.6 
16.4 
16.3 

17 
18 
17.0 

27 

28.2 

28.4 

21 

22.2 

22.1 

20.5 
21.5 
21.5 

24 

25.4 

25.2 

25.5 

27 

26.8 


21       !      20 
22.1  '      21 


25 

26.5  j 
26.3  I 

21 

22.1 

22.1 

1S.6 
1ft.  2 
19L4 

15 

15.7 

15.8 

16.5 
17.2 
17.8 

25.5 

27 

26.8 

20 

21.2 

21 

lf».5 
20.6 
2a5 

23 

24.3 

24.2 

24.5 
25.9 
25.7 


24 

2S.2 

2&2 

20 
21 
21 

17.5 
l&S 
18.4 

14 
14.  f 
14.7 

15.5 
16.4 
1&3 

24.5 
25.6 
25.7 

10 

20.2 

20 

1&5 
12.5 

igt.4 

22 

23.1 

23.1 

23.5 
24.6 
24.7 


17J 
U.4 


21 

n\ 


TO  PHILADELPHIA,  PA. 


Cairo,  m.,  120  i»Br  cent: 
present. 


Proposed 

6  per  cent  advance 

Ghloago,  HL,  100  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Cinchmati,  Ohio,  87  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Cleveland,  Ohio,  71  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Detroit,  Mich.,  78  per  cent: 

Present 

Proposed 

5  per  cent 

Freeport,  HI.,  122  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Grand  Rapids,  Mich.,  06  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Indianapolis,  Ind.,  93  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Peoria,  HI.,  110  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Bt  Louis,  Mo.,  117  per  cent: 

Present 

Proposed.^ 

6  per  cent  advance 


24.5 
26.7 
25.7 

20 

21.1 

21 

17 

18.1 

17.9 

13.5 
14.4 
14.2 

15 
16 
15.8 

25 

26.2 

26.3 

19 

20.2 

20 

18.5 
19.5 
10.4 

22 

23.4 

2S.1 

23.5 

25 

24.7. 


eu 


23 

24.5 

24.2 

19 

2ai 

20 

16.5 
17.2 
17.3 

13 

13.7 

13.7 

14.5 
15.2 
15.2 

23.5 

26 

24.7 

18 

19.2 

1&9 

17.5 
18.6 
18.4 

21 

22.3 

22.1 

23L5 
23.0 
23.6 


22 

23.2 

28.1 


18  VLi 

19  ,  114 
18.9  i  113 

t 

16.5 1  n 

18.3  I  M 

18.3  !  n.7 

I 

12     I  US 

12:9  ILl 

12.6  I  D 

13.5  I  IL> 

14.4  114 
14.2  I  111 

2r5  HI 

23.6  flL4 

23.6 '  ais 


17 

18L2 

17.9 

16.5 
17.5 
17.3 

20 
2L1 

21 

21.5  t       VLi 

23.6  US 
216          114 
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TO  ROCHESTER,  N.  Y. 


Commodity  rates  (in  o«nts  per 
100  pounds). 


22 


21 
22.1 


20 
21 


17.6- 
18.4 


Chicago  to  New  York  City: 

Present 

Proposed 

FROM— 

Cairo,  HI.,  120  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Chicago,  HI.,  100  per  cent: 

Present.. \ 

Proposed 

5  per  cent  advance 

Cincinnati,  Ohio,  87  per  cent: 

Present 

Proposed 

5  per  cent  advance 

ClSTeiand,  Ohio,  71  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Detrdt^Mich.,  78  per  cent: 

Present 

Proposed 

6  per  cent  advance i 

Freeport,  HL,  122  per  cent: 

Present 

Proposed 

5  per  cent  ad  vance 

Grand  Rapids,  Midi.,  96  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Indianapolis,  Ind.,  03  per  cent: 

Present 

Proposed 

5  per  cent  advance 

Peoria,  IlL.  110  per  cent: 

Present 

Proposed 

6  per  cent  advance 

Si.  Loois,  Mo.,  117  per  cent: 

Present 

Proposed 

6  per  cent  advance 

TO  UTICA,  N.  Y. 

Cairo,  TXL,  120  per  cent: 

Present 24  22.6  22  19 

Proposed 25.2  24.1  22.9  20.1 

6 per  cent  advance 26.2  23.6  23.1  20 

CUcBgo,  IlL,  100  per  cent: 

Present 20  19  18  15  6 

Proposed 20.8  19.9  18.9  16.6 

5  per  cent  advance 21  20  18.9  16.a 

Cincinnati,  Ohio,  87  per  cent: 

Present 17  16  6  15.5  13.6- 

Proposed i 18.1  17.3  16.6  14.4 

6  per  cent  advance 17.9  17.3  16.3  14.2 

Cleveland,  Oliio,  71  per  cent: 

Present 13  12.6  11.5  ia6 

Proposed 13.6  13  12.4  10.9- 

6  per  cent  advance 13.7  13.1  12.1  11 

Detroit,  Mich.,  78  per  cent: 

Present 16  14.5  13.6  11.6^ 

Proposed 15.7  16  14.3  12.6^ 

6  per  cent  advance. 16.8  16.2  14.2  12.1 

Freeport,  IlL,  122  per  cent: 

Present 24.5  23  22.6  19.6 

Proposed 26.7  24.6  23.3  20.4 

6  per  cent  advance 26.7  24.2  23.6  20.6. 

Grand  Rapids,  Midi.,  96  per  cent: 

Present 19  18  17  16.6. 

Proposed 20  19.1  18.2  16.> 

6  per  cent  advance 20  18.9  17.9  16.» 

Indianapolis,  Ind.,  93  per  cent: 

Pwsent..... 18.6  17.6  16.6  16 

Proposed 19.4  18.6  17.6  16.4 

6  per  cent  advance 19.4  ia4  17.3  16.a 

Peoria,  lU.,  110  per  cent: 

Pres«it....T 22  21  20  17.6^ 

Proposed 23.1  22.1  21  18.4 

6  per  cent  advance 23.1  22.1  21  18*4 

St.  Louis,  Mo.,  117  per  cent: 

Present 23  22.6  21.6  18.5. 

Proposed 24.6  23.6  22.4  1^6. 

6  per  cent  advance 24.2  23.6  22.6  19.4> 


20.6 
21.6 
21.6 

16.5 
17.6 
17.3 

14 

14.9 

14.7 

11 

U.6 

U.6 

12 
13 
12.6 

21 
22 

22.1 

16.6 
16.7 
16.3 

16 

16.1 

16.8 

18.6 
19.6 
19.4 

20 
21 
21 


1 

20.1 

20 

16.6 
17.6 
17.3 

13.6 
14.2 
14.2 

9.6 
10 
10 

12 
13 
12.6 

21 
22 
22.1 

16 

16.7 

16.8 

14.6 
16.1 
16.2 

17.6 
18.6 
18.4 

18.6 
19.7 
19  4 


20.5 
21.6 
2L6 

16.5 
17.6 
17.3 

14 

14.8 

14.7 

11 
11.6 

n.6 

12 
13 
12.6 

21 
22 

22.1 

16.6 
16.7 
16.3 

16 

16.1 

16.8 

18.6 
19.6 
19.4 

20 
21 
21 


18 
19.1 
18. 9* 

14.  S 
164 
16.2 

12 
13 
12.6- 

9.6- 
10.1 
10 

10.6- 
U.4 
11.6. 

18.  & 
19.4 
19.4 

14 

14.7 

14.7 

13.6 
14.1 
14.2 

16 

17.2 

16.8 

17.6 
18  6 
18.4 
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In  brief,  the  method  employed  In  arriving  at  the  present  rates  to 
basing  points  was  used  in  arriving  at  proposed  rates. 

The  following  illustrates  the  procedure  as  outlined  above  with  reference  ti 
several  commodities  where  basing  rate  exists  from  interior  points  and  not  fno 
Chicago : 

[Commodities  in  cents  per  100  pounds.] 


Commodity. 


Barium  y  sulphate, 
from  west  of  Mis- 
sissippi River. 

Last  blocks 

Orindstones 

Lignite 

Lime,  acetate  of... 


From— 


East  St.  Louis. 


OavlordyMicb 

Grmdstone  City,  Mich 

Point  Austin  and  Ubly,Mlch 

Ceylon.  Kipman.  and  Wakeman,  Ohio. . 
East  St.  Louis, 111., and  St. Louis, Mo... 

Antrim,  Mich , 

Boyne  City,  Mich 

Cadillac,  Mich , 

East  St.  Louis,  111 i 


Present 


27.5 

22 

22 

10 

25 

28.5 

30 

27.5 

30.5 


Propoaed. 


2L2 


2S.0 

23.1 

23.1 

90 

26.3 

».0 

81.  S 

38.0 

33 


AetDiii 
per  eat 


MJ 


SLl 
SLl 

a 

3U 

aif 

SI 


IRON  AND  STEEL  FBOM  OLEVELAIfD,  YOX7N08TOWN,  ETa 

The  advanced  rates  on  manufactured  iron  and  steel  articles,  billets,  pig  iron, 
and  articles  taking  the  same  rates  from  Youngstown,  Cleveland,  Zanesville,  tod 
Marietta  districts  were  computed  on  the  established  differentials  In  exce«  <rf  or 
below  (as  the  case  may  be)  the  advanced  rates  published  on  like  trafllc  fnn 
Pittsburgh,  Pa.,  which  was  also  the  basis  employed  in  arriving  at  the  presat 
rates,  viz:  To  New  York  City  from  Youngstown,  Ohio,  add  2  c^itu  per  MO 
pounds,  or  40  cents  per  ton,  gross  or  net,  as  the  case  may  be;  from  ClereUod. 
Ohio,  add  3  cents  per  100  pounds,  or  00  cents  per  ton,  gross  or  net,  as  the  eat 
may  be ;  from  Marietta,  Ohio,  add  Si  cents  per  100  pounds,  or  70  cents  per  toi. 
gross  or  net,  as  the  case  may  be ;  from  Zanesville,  Ohio,  add  3)  c^its  per  100 
pounds,  or  70  cents  per  ton,  gross  or  net,  as  the  case  may  be. 

The  amounts  added  or  deducted  from  the  Pittsburgh  rates  in  order  to  obttii 
increased  rates  to  other  eastern  basing  points  may  be  the  same  or  Taiy  fron 
amounts  mentioned  above,  but  the  basis  used  is  the  same  employed  in  obtalniBf 
current  rates. 

The  following  illustrates  this  situation : 

FROM  CLEVELAND,  OHIO. 


Iron  and  steel  articles,  dassi- 
fled  fn  official  clasaiflcation. 

Billets, 

etc 

(O.L). 

To— 

Classes. 

Fourth 

a.c.i.). 

Fifth 
(c.L). 

Sixth 
(cL). 

Baltimore,  Md.: 

Present 

CenU. 
21 

22.1 
22.1 

27 

28.1 

28.4 

24 

25.1 

25.2 

22 

23.1 

23.1 

ns 

15.9 
15.8 

19.5 
20.3 
20.5 

CenU. 
18 
18.0 
18.  Q 

23.5 
24.4 
24.7 

21 

21.9 

22.1 

19 

19.9 

20 

13 

18.6 

13.7 

15.5 
17.4 
17.3 

Oentt. 
15 

15.8 
15.8 

21 

18 

18.8 

18.9 

16 

16.8 

16.8 

11 

n.4 

U.0 

14 

14.5 

14.7 

S2.go 

3.06 
3.04 

3.60 
3.T6 
3.78 

3.30 
3.36 
3.36 

3.00 
3.16 
3.16 

1.90 
1.06 
2.00 

3.40 
3.64 

3.33 

3.00 
3.16 
3.16 

»a 

Proposed 

IS 

5  per  cent  advance 

IS 

Boston,  Mass.: 

Present 

IS 

Proposed 

S.B 

5  per  cent  advance 

tc 

NewVork,N.Y.: 

Present 

IS 

Proposed 

S.II 

5  per  cent  advance 

S.B 

Philadelphia,  Pa.: 

Present 

18 

Proposed 

IS 

6  per  cent  advance 

IS 

Rochester,  N.Y.: 

Present 

LS 

Proposed        .         

LS 

5  per  cent  advance 

LS 

Utica,N.Y.: 

Present 

1          1> 

Proposed 

>         IS 

5  per  cent  advance 

IS 

Vlrgtola  cities: 

Present 

IS 

Proposed 

IS 

5  per  cent  advance 

ti 
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Iron  and  steel  articles,  classi- 
fied in  official  classification. 

Billeta, 
etc. 
(cL). 

To- 

Classes. 

PIginm, 
etc. 
(c.L). 

Fourth 
a.c.L). 

Fifth 
(cL). 

Sixth 
(cL). 

Baltimore,  Md.: 

Preoent 

CenU. 
20 
21.1 
21 

26 

27.1 

27.3 

23 

24.1 

24.2 

21 

22.1 

22.1 

14.5 
15.4 
15.2 

10.5 
20.3 
20.5 

Centt. 
17 

17.0 
17.0 

22.5 
23.4 
23.6 

20 

20.0 

21 

18 
18.0 

lao 

12.5 
13.1 
13.1 

16.5 
17.4 
17.8 

CenU. 
14 

14.8 
14.7 

10 

10.8 

20 

17 

17.8 

17.0 

15 

16.8 

15.8 

10.5 
10.0 
11 

13.5 

14 

14.2 

$2.70 
2.86 
2.84 

3.40 
3.56 
3.58 

3.00 
3.16 
3.16 

2.80 
2.06 
2.04 

1.80 
1.88 
1.00 

2.30 
2.44 
2.42 

3.00 
3.16 
3.16 

12.55 

Proposed "..    ,  ' 

2.68 

5  per  cent  advance 

2.68 

Boston,  Mass.: 

Preaent 

8.06 

Proposed 

3.18 

5  per  cent  advance 

3.20 

New  York,  N.  Y.: 

Preeent 

2.85 

Proposed 

2.08 

5  per  cent  advance 

3.00 

PblladBlphia,  Pa.: 

Preeent 

2.66 

Proposed 

2.78 

5  per  cent  advance 

2.78 

RocboBter,  N.  Y.: 

Present 

1.70 

Proposed 

1.76 

5  per  cent  advance 

1.78 

UtlcarN.Y.: 

Present 

2.20 

Proposed 

2.28 

6  per  cent  advance 

2.82 

Vlr^citles: 

Present 

2.85 

Proposed 

2.08 

5  par  oftnt  advance. .  ^  x  . 

3.00 

FROM  ZANESVILLE,  OHIO. 


Baltimore,  Md.: 

Present 

23 

24.2 

24.2 

30 

31.2 

31.5 

26 

27.2 

27.3 

24 

25.2 

25.2 

18.5 
10.3 
10.4 

22.5 
23.7 
23.6 

10 

20.3 

20 

25 

26.3 

26.3 

22 

23.3 

23.1 

20 

21.3 

21 

15 

15.8 

15.8 

10 

20.3 

20 

16,5 
16.5 
16.3 

20.5 
21.5 
21.5 

18.5 
10.5 
10.4 

16.5 
17.5 
17.3 

12 

13.3 

12.6 

16 
17 
16.8 

13.00 
3.16 
3.16 

3.70 
3.86 
3.88 

3.30 
3.46 
3.46 

3.10 
3.26 
3.26 

2.30 
2.38 
2.42 

2.60 
2.74 
2.74 

3.00 
3.16 
3... 

12.85 

Proposed 

2.80 

5  per  cent  advance 

3.00 

Boston,  Mass.: 

Present 

3.55 

3.68 

5  per  cent  advwoce 

3.73 

New  York,  N.  Y.: 

Preeent 

3.16 

Proposed 

3.28 

5peroent 

2.06 

Phfladelphia,  Pa.: 

Present 

2.50 

3.08 

5  pnr  cent  advance 

3.10 

Rochester,  N.  Y.: 

Preeent 

2.20 

Proposed 

2.26 

5  per  cent  advance 

2.32 

Utica,  N.  Y.: 

Present 

2.50 

Proposed 

2.58 

5  per  cent  advance 

2.62 

Virginia  cities: 

Present 

2.86 

Proposed 

2.08 

5  per  cent  advance 

8.00 

GRAIN  AND  GRAIN  PRODUCTS,  LOCAL  BATES. 

The  rates  on  grain  and  grain  products,  carloads,  from  points  in  territory  men- 
tioned under  section  1  located  east  of  the  Indiana-Illinois  State  line  to  New 
York  Qty  were  advanced  1  cent  per  100  pounds  over  current  rates,  which  Is  5 
per  cent  over  current  rates  from  points  adjacent  to  said  State  line,  and  the 
present  differences  In  the  rates  as  between  the  respective  groups  were  pre- 
served.   A  further  justification  of  1-cent  advance  from  origin  groups  referred 
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to  is  that  tlie  rates  from  points  west  thereof  in  Illinois  and  on  Mississippi  River 
were  checked  in,  subject  to  an  increase  which  is  1  cent  i)er  100  jiounds  (with 
some  exceptions)  over  current  rates.  The  carriers  east  of  said  line  felt  it  prop» 
and  necessary  that  the  amount  of  the  advance  in  their  rates  should  be  the  same 
as  from  Illinois  points,  because  the  present  grouping  arrangement  was  adopted 
with  the  thought  in  mind  that  the  rate  difference  as  between  the  groups  would 
be  maintained  in  case  of  subsequent  changes. 

The  rates  to  other  eastern  basing  points  were  established  subject  to  usoaT 
rules  applicable  to  grain  and  grain  products. 


RE8HIPPIN0  GRAIN. 

The  reshipping  rates  on  grain,  carloads,  from  Chicago,  Peoria,  East  St.  LobIk 
and  Milwaukee  were  advanced  subject  to  5  percent  increase  in  basins  rates 
applying  from  Chicago  to  New  York  City,  and  the  rates  to  other  eastern  baitBfr 
points  were  made  subject  usual  basis.  The  rates  from  East  St.  Lonls  and 
Peoria  were  established  subject  to  usual  arbitrarles  over  Chicago. 

RESHIPPING  GRAIN  PRODUCTS. 


The  reshipping  rates  on  grain  products,  carloads,  from  Chicago,  Peoria.  But 
St.  Louis,  and  Milwaukee  to  New  York  City  were  advanced  to  the  extent  of  the 
increase  made  in  the  rates  on  grain  from  same  origin  points  to  New  York  City. 
the  object  being  to  preserve  the  existing  difference  as  between  the  rates  on  grahi 
and  grain  products,  and  the  rates  to  other  eastern  basing  points  were  obtained 
subjct  to  the  rule  that  governed  establishment  of  the  present  rates. 

The  following  are  present  and  proposed  rates,  also  figures  showing  5  per  ceat 
increase  over  current  rates: 

Reshipping  rates. 


Albi 
Grain. 

my. 

Grain 
prod- 
ucts. 

To- 

From  - 

Baltimore. 

Boston. 

New  York. 

Grain. 

Grain 
prod- 
ucts. 

Grain. 

Grain 
prod- 
ucts. 

Cents. 
18. 7 
19.5 
19.7 

20.3 

21 

21.1 

21.7 
22.5 
22.6 

Grmin. 

Orsii 

Chicago: 

Present 

Cents. 
15.5 
16.1 
16.3 

17 

17.6 

17.9 

18.5 
19.1 
19.4 

Centt. 
16.2 
16.8 
17.1 

17.7 
18.3 
18.5 

19.2 
19.8 
20.2 

CefU8. 
13 

13.8 
13.7 

14.5 
15.3 
15.2 

16 

16.8 

16.8 

Genu. 

18.7 
'14.5 

14.5 

15.2 

16 

16 

16.7 
17.5 
17.6 

Cents. 
18 

18.8 
18.9 

19.5 
20.3 
20.5 

21 

21.8 

22,1 

Oeuts. 
16 
18.8 
1A.8 

17.5 
18.3 
18.4 

19 

ia.8 
ao 

Cnti. 

U.T 

Proposed 

IT.  5 

5  per  cent  advance 

17.6 

Peoria: 

Present 

l&l 

Proposed 

B 

5  ner  cent  advance                   .. 

I9.I 

Bast  Qt.  Louis: 

Present 

M.7 

Proposed 

aoLS 

5  per  cent  advance 

m< 

TO- 

Philad 

14 

14.8 

14.7 

15.5 
16.3 
16.3 

17 

17.8 

.T.« 

elphla. 

14.7 
15.5 
15.5 

16.2 

16 

17.1 

17.7 
18.5 
18.6 

Rochester. 

Syracuse. 

Utfcm. 

Chicago: 

Present 

13 

13.8 

13.7 

14.5 
15.3 
15.2 

16 
16.8 

16.8 

13.7 
14.5 
14.5 

15.7 

16 

16.4 

16.7 
17.5 
17.6 

13 

13.8 

13.7 

14.5 
15.3 
15.2 

16 

16.8 

16.8 

13.7 
14.5 
14.5 

15.2 

16 

16 

16.7 
17.5 
17.6 

14.5 
15.1 
15.3 

1« 

16.  e 
1C8 

17.5 
18.1 

14.7 

Proposed 

u.> 

5  per  cent  advance 

ISlS 

Peoria: 

Present 

16.1 

Proposed 

i:.» 

5  per  cent  advance 

n.i 

Bast  &t.  Louis: 

Present 

n.T 

Proposed 

5  per  cent  advance 

111 
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BY-PRODUCTS    OF   GRAIN,    ETC., 

Domestic, — ^The  rates  on  commodities  In  by-products  of  grain  list,  from 
2H>ints  located  in  territory  described  under  section  1  to  points  east  of  Buffalo 
jind  Salamanca,  N.  Y.,  Pittsburgh,  Pa.,  Charleston  and  Parkersburg,  W.  Va., 
were  advanced  as  follows:  From  Chicago  to  New  York  City  the  basing  rate 
was  increased  from  17^  cents  to  181  cents  per  100  pounds.  £^om  points  taking 
100  per  cent  and  less  the  increased  rates  were  obtained  as  follows:  To  New 
York  City  the  established  percentage  of  the  increased  rates  from  Chicago  to 
New  York  City;  to  Boston,  Philadelphia,  Baltimore,  Newport  News,  and  Nor- 
folk rate  points  the  usual  arbltrarles  above  or  below,  as  the  case  may  be,  the 
rates  to  New  York  City;  to  interior  basing  points  the  established  percentage 
of  the  increased  rates  to  New  York  City,  subject  to  the  usual  minimum;  the 
rates  from  points  west  and  south  of  Chicago,  taking  in  excess  of  100  per  cent 
of  Chicago  to  New  York  rates,  were  established,  subject  to  following  arbltra- 
rles over  the  increased  rates  from  Chicago: 

Cents  per  Cenisper 

l^rom 1^  pounds.     From i^^  pounds. 

103  per  cent 0.5  116  per  cent 3.0 

104  per  cent .5  117  i)er  cent 3.0 

105  per  cent 1.0  118  per  cent 3.0 

108  per  cent 1.6  120  per  cent 3.5 

110  per  cent 1.5  122  per  cent 4.0 

112  per  cent 2.0  123  per  cent 4.0 

113  per  cent 2.5  124  i)er  cent 4.0 

114  per  cent 2.5  125  per  cent 4.5 

115  per  cent 2.5 

Export. — ^The  rates  on  by-products  of  grain,  etc^  from  points^ located  In  ter- 
ritory described  under  section  1,  when  for  export,  were  advanced  as  follows: 
From  Chicago  to  New  York  City  the  basing  rate  was  increased  5  per  cent.  From 
points  taking  100  per  cent  and  less  the  increased  rates  were  obtained  as  fol- 
lows: To  New  York  City  established  percentage  of  the  increased  rates  from 
•Chicago  to  New  York  City;  to  Boston,  Philadelphia,  Baltimore,  Newport  News, 
and  Noi'folk  the  usual  rule  was  observed.  From  points  west  and  south  of 
Chicago  taking  in  excess  of  100  per  cent  of  Chicago  to  New  York  rate  the 
iirbitraries  above  referred  to  were  added  to  the  Increased  rates  from  Chicago. 

LUMBER,  ETC.,  FROM   MICHIGAN    ( TOWER  PENINSULA). 

The  rates  on  lumber  and  articles  usually  taking  same  rates,  c.  1.,  from  many 
points  in  lower  peninsula  of  Michigan  to  New  York  City  were  advanced,  subject 
to  same  Increase  as  was  made  in  the  sixth-class  rates  through  observance  of  2- 
<5ent  differential  below  increased  sixth-class  rates,  except  that  from  Luding- 
ton,  Frankfort,  and  points  Immediate  thereto  the  Milwaukee,  Wis.,  sixth-class 
rates  on  increased  bases  were  applied  as  maxima  (this  being  method  also  used 
to  obtain  present  rates). 

Examples.— {a)  The  present  rate  on  lumber  from  Cadillac  to  New  York  City 
is  25  cents  and  proposed  rate  is  26.3  cents,  which  is  the  sixth-class  rate  from 
Milwaukee  applied  as  maxima. 

(&)  The  present  rate  from  Grand  Rapids,  Mich.,  to  New  York  City  Is  22  cents 
ver  100  pounds,  and  the  proposed  sixth  class  is  25.2  cents;  deducting  2  cents 
results  in  proposed  lumber  rate  of  23.2  cents. 

(c)  Tile  present  rate  from  Mackinaw  City  to  New  York  City  is  28  cents  ijer 
100  pounds;  the  proposed  sixth-class  rate  is  31.6  cents;  deducting  2  cents  leaves 
i:9.6  cents,  which  is  the  proposed  nite  on  lumber. 

The  rates  to  Boston,  Philadelphia,  Baltimore,  Newport  News,  and  Norfolk 
were  made  established  arbitrary  over  or  under  (as  the  case  may  be)  rates  to 
New  York  City.  The  rates  to  interior  eastern  basing  points  were  figured  on 
the  established  iiercentage  of  the  increased  rates  to  New  York  City. 

SASH,  DOORS,  AND  BLINDS  FROM   MICHIGAN    (LOWER  PENINSULA). 

The  rates  on  sash,  doors,  blinds,  and  moldings,  c.  1.,  from  lower  peninsula  of 
Michigan  to  points  east  of  Buffalo.  Salamanca,  Pittsburgh,  and  Charleston  were 
arrived  at  in  manner  outlined  alwve  for  lumber,  except  that  fifth-class  rates 
instead  of  sixth-class  rates  were  used  as  a  basis.  ^ 
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COTTON. 


The  rates  on  cotton,  cotton  linters,  and  cotton  regins  from  OMo  and  MiflBit> 
slppi  River  crossings  to  Buffalo,  Salamanca,  N.  Y.,  Pittsburgh,  Pa^  Caiarlestoiw 
W.  Va.,  and  points  east  thereof  were  advanced  by  increasing  the  rates  to  Nev 
York  City  5  per  cent  on  compressed  cotton,  etc.,  and  the  current  compresriai 
charge  was  added  thereto  to  obtain  increased  rates  on  uncompressed  coctoo, 
etc.  The  increased  rates  to  other  eastern  basing  points  were  obtained  by  ccr- 
rent  differentials  being  added  to  or  subtracted  from  increased  ratea  to  New 
York  City. 

BZTBATBBBITORIAL. 


Houth. — The  class  and  commodity  rates  from  Memphis,  Tam^  to  Bufltlo, 
N.  Y.,  Pittsburgh,  Pa.,  Charleston,  W.  Va.,  and  points  east  thereof  were  in- 
creased subject  to  established  arbitraries  in  excess  of  the  increased  ratei 
established  from  St.  Louis,  Mo.,  to  same  destination& 

Northwest, — The  joint  through  commodity  rates  from  Minneapolis.  St  Piol, 
Dulnth  rate  territories  were  increased  amount  equal  to  the  increase  made  in 
the  rates  from  Chicago  to  same  destinations 

Illustration. — The  current  rate  on  grain  products  from  Minneapolis  to  N*ii 
York  City  Is  25  cents  per  100  pounds,  and  the  advanced  rate  is  25.8  cents  be- 
cause eight-tenths  is  the  increase  made  in  the  present  reshippin^  rate  of  1G.T 
cents  from  Chicago  to  New  York  City. 

South  {from  Lexington  (Ky.)  group). — The  rates  from  Lexington  (Ky.) 
group  to  points  east  of  Buffalo  and  Pittfeburgh  were  advanced  subject  to 
increased  biisis  published  from  Louisville,  Ky.,  to  same  destinations. 

Class  and  CoMMODny. 

BAIL — LAKE- AND-R  AIL. 

The  rates  from  points  in  western  Indiana,  also  Illinois  and  on  MissfasipiJi 
River  to  Buffalo,  Salamanca,  N.  Y.,  Pittsburgh,  Pa.,  and  points  east  thereof  wck 
advanced  subject  to  established  differentials  less  than  the  all-rail  rates  on  tbe 
increased  basis. 

The  following  table  illustrates  this  situation : 

TO  NEW  YORK  CITY. 


From— 

ClasMS  (in  cents  perlOO  pounds). 

1 

3 

3 

4 

6 

1 

Peoria,  111.:                                 i 

Present 

70.6 
74.7 
74 

75.6 
80.2 
79.3 

«L6 
66.1 
04.6 

66 

00.9 

00.3 

48 

50.8 

5a4 

51.6 
54.4 
54.1 

33.5 
35.5 
35.2 

36 

38.1 
87.8 

29 

8a7 

3QL5 

31 

S2.9 
33.6 

&S 

Proposed 

Kl 

5  per  cent  advanoe 

mi 

St  Louis,  Mo.: 

Present 

% 

Proposed 

»t 

£  per  cent  advance 

»i 

TO  SYRACUSE,  N.  Y. 


Parofa,  TU.: 

Present 

Proposed 

5  per  cent  advance 
St.  Louis,  Mo.: 

Present 

Proposed 

5  per  cent  advance 


57.5 
60.8 
60.4 

61.5 
65.4 
64.8 

50 

53.1 

52.5 

54 

57.1 
56.7 

39 

4L6 

41 

42 

44.6 

4L1 

27.5 

29 

28L9 

29L6 
31.2 
31 

23.5 
2S.1 
24.7, 

2S.5 
27      , 
2a8 


n 

2LI 


BAIL-AND-OCEAN. 

The  rates  from  points  in  territory  described  in  section  1  to  North  AtltBtic 
seaboard  ports  were  advanced  subject  to  the  established  differentiala  less  tkia 
the  all-rail  rates  on  increased  basis. 
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The  following  table  will  illustrate  this  situation : 

TO  NEW  YORK  CITY. 


From— 

Classes  (in  cents  per  100  pounds). 

1 

2 

3 

4 

5 

6 

Peoria,  nL: 

Present 

79.5 
83.7 
83.5 

79.5 
84.2 
83.5 

68.5 
72.1 
71.9 

70 

73.9 

73.5 

52 

54.8 

54.6 

54.5 
57.4 
57.2 

36.5 
37.5 
38.3 

38 

4ai 

39.9 

31.5 
32.7 
32.6 

33 

34.9 

34.7 

25.5 

Proposed 

26w» 

5  wr cent  adyanoe .v ..... .  ... 

26.8 

8t.Louis,Mo.: 

Present 

27 

Proposed. 

28.8 

f  I>er  cent  adTance 

28.4 

TO  BOSTON,  MASS. 


Peoria,  m.: 

Present 

81.5 
85.7 
85.6 

86 

91.2 

90.3 

71.5 
75.1 
75.1 

75.5 
79.9 
79.3 

56 

58.8 

58.8 

59 

62.4 

62 

39.5 
41.5 
43.0 

41.5 
44.1 
43.6 

34 
35.7 

35.7 

36 

37.9 

87.8 

27.5 

Proposed 

28.9 

5  per  cent  advance 

28.9 

St.  Louis,  Mo.: 

PresMit 

29 

Proposed. 

3a8 

5  per  cent  advance 

30.5 

ARBITBABIEB  OVEB  BASE  POINTS. 

The  rates  to  eastern  points  which  make  on  arbitraries  over  rates  to  the  base 
point  will  continue  to  be  made  in  the  same  manner  subject  to  the  increased  rate 
to  the  base  point. 

If  desired,  I  can  submit  tables  showing  figures  used  by  carriers  in  preparing 
class  and  commodity  tariffs  when  rates  were  increased  laterally  6  per  cent 
Such  tables  would  not,  however,  apply  where  established  differentials  were 
employed  or  where  rates  were  computed  on  established  per  cent  of  the  rates  to 
New  York  City. 

Rule  used  for  disposition  of  fractions  of  a  cent  when  computing  rates  subject 
to  5  per  cent  advance  except  from  Canada, — Under  five  one-hundredths  of  a 
cent  were  omitted;  five  one-hundredths  of  a  cent  or  higher  were  called  one- 
tenth  of  a  cent 

Illustrations.—mU^.Obl;  .05149=.051;  .0515=.052. 

Section  3. — Ri^tes  from  and  to  Canada  east  of  Detroit  and  8t.  Clair  Rivers. 

The  rates  between  points  in  Oanada  east  of  Detroit  and  St.  Clair  Rivers  and 
points  located  in  territory  as  described  in  section  1  were  increased  as  follows : 

EASTBOUND — CLASS. 

(1)  From  points  in  territory  descHlfed  in  section  I. — (a)  To  Toronto,  On- 
tario, and  west  thereof  to  Detroit  and  St  Clair  Rivers:  Class  rates  of  5|  cents 
per  100  pounds  and  less  were  increased  one-fourth  of  1  cent;  rates  in  excess 
[>f  6f  cents  were  increased  5  per  cent  minimum  increase,  one-fourth  of  1  cent 
per  100  pounds,  except  that  from  points  in  Indiana  and  Illinois  (excluding  a 
Pew  points  south  of  Chicago  adjacent  to  Indiana-Illinois  State  line),  taking  100 
per  cent  or  higher  of  Chicago-to-Montreal,  Province  of  Quebec,  rates  to  To- 
ronto and  points  west  thereof  the  increased  rates  to  Buffalo,  N.  Y.,  were  ap- 
plied as  maxima.  (Buffalo  rates  were  obtained  subject  to  established  percent- 
Eige  of  increased  rates  from  smne  origin  points  to  New  York  City.    See  sec.  1.) 

(&)  To  points  east  of  Toronto,  Ontario:  Class  rates  from  Chicago,  111.,  to 
Ifontreal,  Province  of  Quebec,  were  advanced  5  per  cent,  viz : 
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Governed  by  ojflcial  classification. 
,     [Cents  per  100  potmds.] 


Classes— 

1 

2 

3 

4 

35 
36.8 

30 
3L5 

« 

Pr^s-^nt •. 

75 
78.8 

65 
68.3 

50 
52.5 

35 

Pr  jposed 

US 

And  the  rates  from  other  points  located  In  territory  described  in  section  1 
were  published,  subject  to  established  percentage  of  the  Increased  basing  rates 
from  Chicago  to  Montreal. 

To  other  basing  points  In  Canada  located  east  of  Toronto.  Ontario,  the  r»t« 
were  advanced  subject  to  the  established  percentage  of  the  Increased  rates  ap- 
plying from  same  origin  points  to  Montreal. 

EASTBOUND — COMMODITY. 


From  pointH  in  territory  described  in  section  i. — (o)  To  Toronto  and 
thereof  to  Detroit  and  St.  Clalr  Rivers:  Commodity  rates  of  5 J  cents  per  lO} 
pounds  and  less  were  increased  one-fourth  of  1  cent ;  rates  in  excess  of  5}  cent* 
were  increased  5  r>er  cent,  minimum  increase  one-fourth  cent,  and  Boston  rates 
on  increased  basis  were  applied  as  maxima. 

(6)  To  points  east  of  Toronto,  Ontario :  Commodity  rates  to  destinations  meo- 
tioned  are  subject  to  increased  rates  to  Boston  as  maxima.  If  increased  Haas 
rates  governed  by  oflloial  classification  are  lower,  latter  necessarily  apply. 

Rates  based  on  arbitraries, — To  Canadian  points  to  which  rates  make  oo 
nrbitraries  over  base  points  the  current  arbitraries  were  added  to  the  increased 
1-ates  established  to  the  base  points. 

Commodity — Per  cent  of  class  rates. — Commodity  rates  now  based  on  per- 
centages of  the  established  class  rates  are  published  subject  to  same  percentage 
of  the  Increased  class  rates. 

Rates  on  brick,  sand,  etc. — The  rates  on  brick  and  articles  usnally  takin; 
brick  rates,  also  sand,  c.  1.,  from  points  Included  In  territory  described  in  sectJoo 
1  to  points  in  Canada  east  of  Detroit  and  St.  Clalr  Rivers  were  advanced  srobjeci 
to  Increased  local  rates  to  Candian  frontier  points  plus  specifics  from  aaW 
frontier,  which  were  Increased  5  per  cent. 

Rule  used  for  disposition  of  fractions  of  a  cent  when  computing  rates  subject 
to  5  per  cent  advance,  except  from  Canada. — Under  five  one-hundredths  of  > 
cent  were  omitted;  five  one-hundredths  of  a  cent  and  higher  were  called  oae 
tenth  of  a  cent. 

niustrations.—.0m4=.mi;  .05149=.061;  .05150=.052. 


WESTBOUND — CLASS. 

(2)  From  points  in  Canada  east  of  Detroit  and  8t.  Clair  Rivers, — (a>  TV 
lK)lnts  In  territory  described  In  section  1 :  Class  rates  were  Increased  5  per  c«l 
except  that  the  differential  rates  on  Increased  basis  from  New  York  City  rli 
New  Ix)ndon,  Conn.,  were  applied  as  maxima  from  Montreal  and  we»t  tliereol. 

WESTBOUND — COMMODITY. 


Commodity  rates  per  100  i>ounds  were  increased  5  per  cent. 

Commodity  rates  per  ton  were  increased  5  per  cent  on  per  ton  basis  mlBtmn 
Increase  5  cents  per  ton,  except  that  tlie  differential  rates  on  increased  te^ 
from  New  York  City  via  New  London,  Conn.,  were  applied  as  nMudma  trm:. 
>foiitreal  and  west  thereof. 
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CANADA — ^EASTBOTJND  AND  SOUTHBOUND  TO  EA8TEBN  POINTS. 

(3)  From  points  in  Ca/nada  east  of  Detroit  and  8t.  Clair  Rivers, — ^To  points 
east  of  Buffalo,  Salamanca,  and  Pittsburgh :  Class  and  commodity  rates  per  100 
pounds  were  increased  5  per  cent. 

Commodity  rates  per  ton  were  Increased  5  per  cent  on  per  ton  basis,  minimum 
increase  5  cents  per  ton. 

The  rates  from  Detroit  and  Port  Huron,  Mich.,  on  Increased  basis  were 
applied  as  maxima  from  intermediate  points  in  Canada. 

To  Boston,  Portland,  and  other  New  England  points  present  differentials  over 
increased  rates  to  New  York  City  were  continued. 

Rule  used  for  disposition  of  fractions  of  a  cent  when  computing  rates  per  100 
pounds  subject  to  5  per  cent  increase  from  Cctnada. — (a)  Rates  applying  per 
100  pounds:  Twenty-five  one-hundredths  and  under  omitted;  over  twenty-five 
one-hundredths  to  and  including  seventy-five  one-hundredths  made  one-half 
cent;  over  seventy-five  one-hundredths  made  1  cent 

(b)  Rates  applying  per  ton :  Less  than  fif^  one-hundredths  of  a  cent  omitted; 
fifty  one-hundredths  of  a  cent  or  higher  called  1  cent. 

40106—S.  Doc.  466, 63-2--vol  1 57 
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Large  Exhibit  No.  1. 

r 

[Dec.  10.  1913.} 

OUTLINE  OF  TESTIMONY  OF  R.  H.  LABGE. 
General. 

Tbe  instrnctions  received  from  the  executive  committee  of  the  Tmnk  Line 
nd  Central  Freight  associations  required  that  a  general  advance  he  made  of 

per  cent,  with  a  minimum  of  5  cents  per  ton,  the  existing  differentials  to  he 
reserved. 

It  was  determined  by  the  coal-traffic  officers : 

(1)  That  wherever  port  or  regional  differentials  existed  in  making  the  V 
•er  cent  advance  such  differentials  should  be  preserved. 

(2)  That  fractions  of  forty-nine  one-hundredths  of  1  cent  should  be  dropped, 
nd,  where  the  straight  5  per  cent  figured  fifty  one-hundredths  of  1  cent,  a  cent 
hould  be  added. 

Bituminous  Coal  Rates. 

eastbound. 

(l)  TIDEWATER. 

The  existing  rates  on  bituminous  coal  to  the  Atlantic  seaboard  for  trans- 
hipment by  water  to  coastwise  or  export  destinations  from  the  various  fields 
>t  origin  hereinafter  designated  to  the  several  ports  of  transshipment,  which 
ates  have  existed  since  May  1,  1907,  are  as  follows : 

From  the  Georges  Creek  and  Cumberland,  upper  Potomac,  Austen-Newburgh, 
lieyersdale,  Somerset,  and  Clearfield  regipns  to  Baltimore,  f.  o.  b.  vessels,  $1.18 
yer  gross  ton;  to  Philadelphia,  f.  o.  b.  vessels,  $1.25  per  gross  ton;  to  the 
ower  New  York  Harbor  ports  of  Bouth  Amboy,  Elizabethport,  etc.,  fXM  per 
fToss  ton ;  to  the  upper  New  York  Harbor  ports,  |1.©0  per  gross  ton. 

From  the  New  River  and  Pocahontas  districts  to  Hampton  Roads,  via  the 
Chesapeake  &  Ohio  Railway.  Norfolk  &  Western  Railway,  and  Virginian  Rall- 
vay,  #1.40  per  gross  ton. 

While  the  basic  rate  to  tidewater  is  the  rate  from  the  Georges  Creek  and 
[Cumberland  region  to  Baltimore,  via  the  Baltimore  &  Ohio  Railroad,  of  $1.18 
ler  gross  ton,  it  may  be  said  that  the  basing  rate  is  the  $1.25  rate  to  Phila- 
lelphia,  on  which  rate  the  differentials  to  the  several  other  ports  are  based. 

The  7-cent  lesser  rate  to  Baltimore  is  theoretically  to  equalize  the  difference 
n  the  boat  freights  from  Baltimore  to  the  ports  of  entry  in  New  England,  as 
M>mpared  with  the  going  boat  freights  from  Phialdelphia  and  Hampton  Roads, 
T^hich  under  normal  conditions  are  the  same. 

The  15  cents  per  ton  differential  to  Hampton  Roads  above  Philadelphia  has 
prevailed  for  the  last  10  or  more  years  and  was  established  for  the  following 
reasons: 

(1)  To  equalize  the  difference  in  the  cost  of  producing  coal  in  the  New  River 
^nd  Pocahontas  districts  as  compared  with  the  central  Pennsylvania  districts. 

(2)  To  compensate  for  the  longer  haul  from  the  New  River  and  Pocahontas 
districts  to  Hampton  Roads  as  compared  with  the  haul  from  the  central  Penn- 
Fiylvania  and  Georges  Creek  and  Cumberland  districts  to  Baltimore  and 
Philadelphia. 

(3)  To  equalize  the  difference  in  the  value  of  the  Pocahontas  and  New  River 
coal  in  steam-producing  units  as  compared  with  the  coal  produced  in  the  central 
Pennsylvania  fields. 

The  differential  of  30  cents  to  the  lower  New  York  Harbor  ports  and  85  cents 
to  the  upper  New  York  Harbor  ports  over  and  above  the  rate  to  Philadelphia, 
or  15  and  20  cents,  respectively,  over  and  above  the  rate  to  Hampton  Roads,  was 
established  theoretically  to  equalize  the  difference  in  the  going  boat  freights 
from  New  York  Harbor  to  New  England  ports,  as  compared  with  the  going  boat 
freights  from  Philadelphia  and  Hampton  Roads  to  the  same  ports. 

As  a  straight  5  per  cent  advance  in  the  aforesaid  rates  would  have  resulted  In 
an  advance  of  8  cents  in  the  $1.55  rate  to  New  York  Harbor,  of  7  cents  in  the 
$1.40  rate  to  Hampton  Roada  and  of  6  cents  in  the  $1.25  and  $1.18  rates  to 
Pblladelphla  and  Baltimore  (observing  the  rule  with  respect  to  fractions  deter- 
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mined  upon),  and  as  it  was  essential  that  the  prevailing  differentials  to  U 
several  ports  stiould  be  preserved,  it  was  determined  to  advance  the  tidewati 
rates  based  on  the  average  rate  to  all  ports.  Adding  the  5  before-mentloEK 
rates  together  and  dividing  by  5  gives  an  average  rate  of  $1,396  per  gross  lo 
5  per  cent  of  which  would  be  7  cents  per  ton,  the  equivalent  of  a  5  per  c« 
advance  in  the  $1.40  rate  to  Hampton  Roads.  It  was  therefore  determined  I 
advance  the  tidewater  rates  7  cents  per  ton.  Thus,  while  the  rate  to  Hami>tt] 
Roads  would  be  advanced  exactly  5  per  cent,  the  rate  to  New  York  Harbor  te 
than  5  per  cent,  and  the  rates  to  Philadelphia  and  Baltimore  slightly  more  tta 
5  per  cent,  the  port  differentials  are  preserved. 

It  was  further  understood  that  the  existing  regional  differentials  over  an 
above  the  aforesaid  rates  from  the  Georges  Creek  and  Cumberland,  Aostw 
Newburgh,  Meyersdale,  Somerset,  and  Clearfield  regions,  and  from  the  » 
River  and  Pocahontas  regions  should  be  preserved.  For  example,  tbe  rates  1 
Baltimore,  Philadelphia,  and  New  York  Harbor  from  the  Greensburg  dlstri< 
are  10  cents  per  ton  above  the  rates  from  the  Clearfield  region;  from  the  We* 
moreland  and  Fairmont  regions,  25  cents  above  the  rates  from  the  dearfie] 
region,  etc.  Those,  as  well  as  all  other  legional  differentials  to  tide,  w« 
preserved,  so  that  all  rates  on  bituminous  coal  to  the  Atlantic  seaboard  f  i 
transshipment  into  vessels  for  coastwise  or  export  trade  were  advanced 
straight  7  cents  per  ton — i.  e.,  an  iiverage  advance  of  5  per  cent  on  the  mlninmi 
rate  to  tide — which,  of  course,  yields  materially  less  than  a  5  per  c«it  ad^-ac 
on  the  average  rate  to  tide. 

(2)    ALI.-KAIL — NEW    ENGLAND. 

It  was  further  determined,  using  as  the  basing  rate  the  minimum  rate  (whid 
is  the  Clearfield-Somerset  rate),  to  advance  the  all-rail  rates  to  New  Bngiaiidi 
straight  5  per  cent,  observing  the  rule  with  respect  to  fractions  decided  upce 
and  that  the  inland  rates  from  the  ports  of  entry  in  New  England  to  tbe  inteii^ 
of  New  England  should  be  advanced  5  per  cent,  with  a  minimum  of  5  cents  pe 
ton,  by  the  New  York,  New  Haven  &  'Hudson  River  Railroad  Co.,  the  Bostoa  I 
Maine  Railroad  Co.,  and  others.  It  was  recognized,  by  reason  of  the  fact  thfl 
there  could  be  no  advance  anticipated  in  the  prevailing  boat  freii^hta  from  tb 
several  Atlantic  seaboard  ports  to  the  New  England  ports  of  entry,  that  it  m$^ 
be  necessary  at  some  future  time  to  make  some  slight  changes  in  tlie  all-iai 
rates  to  be  established  under  the  5  per  cent  advance  to  New  England  in  ordd 
to  take  up  that  slack,  but  it  is  anticipated  that  the  minimum  advance  of  5  ce^ 
per  ton  from  New  England  ports  of  entry  to  the  interior  will  in  nearly  «l 
cases  accomplish  that  result. 

(8)    ALL-RAIL RA8TJUiN   RUUTB8  OTHER  THAN  NBW  BNQLAND. 

The  all-rail  rates  to  eastern  destinations  in  New  York  State.  Penni^flvaiLi, 
New  Jersey,  Delaware,  Maryland,  Virginia,  and  the  District  of  Golimibia  ani 
into  Canada,  via  the  so-called  St.  Lawrence  River  gatewajrs,  were  adranced  t 
straight  5  per  cent,  using  as  the  basing  rate  the  so-called  GLerfkeAdSometm- 
Meyersdale  rate,  and  the  regional  differentials  over  and  above  that  rate  wen 
preserved,  both  in  the  all-rail  rates  to  New  Englaiid  and  in  the  all-rail  rates :: 
the  other  territory  referred  to.  It  will  be  observed  that  while  a  straigitt  5 
per  cent  advance  was  made  in  these  rates  that  advance  was  based  an  tbe  dIe 
mum  rate,  and  therefore  is  not  by  any  means  equivalent  to  :t  5  per  cent  adrsB^ 
in  the  average  rate. 

NORTHBOUND. 

The  rates  to  the  Buffalo  district  were  advanced  6  cents  per  ton,  that  beinijS 
per  cent  on  the  minimum  rate — 1.  e.,  the  rate  from  the  Reynoldsrille  distrkt 
of  $1.10 — and  likewise  5  per  cent  on  the  maximum  rate — i.  «.,  the  rate  from  tie 
Pittsburgh  district  of  $1.25.  This  advance  of  C  cents  per  ton  was  likevi* 
made  in  the  proportions  of  the  through  rates  to  the  north  side  of  Liake  Erie  : 
such  Joint  rates  as  were  published  into  Canada,  via  Ashtabula  and  other  lAt: 
Erie  ports  and  across  Lake  Erie  car  ferry  routes,  thus  preserving  the  existing  i* 
lation  between  the  all-rail  rates  via  those  routes  and  the  combination  of  tb^ 
rates  to  and  beyond  Black  Rock. 
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WESTBOUND. 
(1)  CABGO    COAL    RATB8. 

The  existing  rates  on  bituminous  coal  from  tlie  several  fieids  of  origin  to 
LAke  Brie  ports  for  transshipment  as  cHrgo  up  the  Gi-eat  Lakes  are  as  follows: 

Per  net  ton. 

^'rom  the  Pittsburgh  district $0.78 

rrom  the  Ohio  district .  75 

rrom  the  Fairmont  district .90 

rrom  the  Kanawha  and  Thacker  districts .97 

Trom  the  Pocahontas  and  New  River  districts 1. 12 

As  the  rates  from  the  Pittsburgh,  Ohio,  Fairmont,  Kanawha,  and  Thacker 
Ustricts  were  less  than  $1  per  ton,  and  as  the  executive  officers  had  determined 
liat  the  minimum  advance  should  be  5  cents  per  ton,  it  was  decided  to  advance 
ill  the  rates  from  the  several  fields  of  origin  to  the  several  Lake  Erie  ports  for 
Tansshlpment  as  cargo  up  the  Great  Lakes  a  straight  5  cents  per  ton,  thus 
)reservlng  the  existing  regional  differentials. 

(2)  LINK    RATES. 

In  the  all-rail  rates  to  the  West  the  Pittsburgh  district  rate  was  used  as  the 
>asing  rate.  That  rate  was  advanced  5  per  cent,  the  regional  differentials  from 
:he  other  districts  being  preserved.  In  this  instance,  in  the  case  of  the  rate  to 
I^icago  and  some  other  western  places  where  the  rates,  all  rail,  from  the  Ohio 
listrict  are  on  a  differential  of  25  cents  per  ton  less  than  the  Pittsburgh  dis- 
Tict  rate  the  advance  may  be  said  to  be  slightly  more  than  5  per  cent. 

Anthracite  Coal  Rates. 

EASTBOUND. 

By  reason  of  the  fact  (1)  that  the  existing  rates  on  anthracite  coal  to  the 
3ast  are  already  the  subject  of  bitter  attack  and  that  the  Interstate  Commerce 
I^mmission  is  about  to  proceed  with  an  exhaustive  examination  into  the  rates, 
•ules,  regulations,  and  practices  of  the  several  carriers  of  anthracite  coal,  and 
[2)  that  the  small  sizes  of  anthracite  conl  must  practically  all  be  sold  in  the 
East  and  are  now  sold  at  a  loss — ^that  is,  at  less  than  the  cost  of  production — in 
^ompetition  with  bituminous  coal  it  was  deemed  unwise  by  certain  of  the  Inter- 
ests to  advance  the  eastbound  anthracite  coal  rates,  and  no  advance  therein  was 
nade. 

WESTBOITNn. 

The  rates  on  anthracite  coal  to  and  beyond  the  western  termini  of  the  trunk 
inee  were  advanced  straight  5  per  cent ;  that  is  to  say,  the  rate  to  Buffalo  was 
idvanced  5  per  cent,  and  the  rates  published  by  the  several  lines  operating  west- 
ward therefrom  were  also  advanced  5  per  cent,  as  were  likewise  the  all-rail 
•ates  to  and  beyond  Pittsburgh  published  by  the  Pennsylvania  Railroad  Co.  and 
ts  connections;  the  rates  to  and  beyond  Salamanca  published  by  the  Brie  Rall- 
•oad  Co.  and  its  connections,  and  the  rates  to  and  beyond  Pitt«?burgh  published 
vy  the  Philadelphia  &  Reading  Railway  Co.  in  connection  with  the  Baltimore  & 
>hio  Railroad  Co.  and  their  connections,  and  all  other  all-rail  rates,  with  the 
ix;ception  that  to  the  several  Missiasippi  River  crossings,  to  which  there  are 
olnt  rates  established,  which  rates  are  based  on  certain  differentials  over  and 
ibove  the  Chicago  rate,  those  differentials  were  preserved.  For  example,  a 
>  per  cent  advance  in  the  $3.50  rate  to  Chicago  amounts  to  18  cents  per  ton, 
naking  the  rate  $3.68.  The  Peoria  rate  for  many  years  has  been  25  cents  above 
he  Chicago  rate  and  the  St.  Louts  rates  50  cents  above  the  Chicago  rate,  and 
hose  differentials  wen*  presened.  making  the  Peoria  rate  $3.93  instead  of  $3.94 
md  the  St.  Tx>nis  rate  $4.1S  instead  of  $4.20. 

Coke  Rates. 

EASTBOUND,   westbound,  AND  NORTHBOUND. 

It  will  i>e  observed  from  the  foregoing  that  In  every  instance,  with  the  excep- 
ion  of  the  rail  rates  to  Chicago  and  a  few  other  western  places.  In  so  far  as 
he  advances  in  the  bituminous  and  antbrncito  coal  rates  are  concerned,  the 
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of  Its  exchau^iug  in  n  certain  ratio  for  some  other  substance/*  (The  Theory  ti 
Political  Economy,  p.  77.) 

The  civilized  world  has  gradually  chosen  gold  as  the  best  standard  of  ralBi 
because  it  possesses  some  of  the  elements  of  stability  and  also  possesses  certaii 
highly  useful  qualities  of  durability,  divisibiltiy,  and  exchangeability.  It  by  Df 
means  follows,  however,  that  a  given  amount  of  gold  represents  a  fixed  vmlw 
The  monetary  law  which  in  the  United  States  prescribes  that  25.8  grains  tf 
gold  nine-tenths  fine  shall  be  known  as  a  dollar  does  nothing  to  fix  tlie  ralw 
of  the  dollar  in  relatoin  to  other  things.  It  simply  establishes  a  sort  of  b&TQi^ 
eter  by  whi<'h  the  relations  of  other  things  are  measured,  like  the  yardsdct 
for  length  or  the  bushel  for  bulk.  If  1  bushel  of  wheat  is  worth  to-day  ! 
bushels  of  |)otatoes.  and  the  price  of  a  bushel  of  wheat  is  $1.  it  is  more  eoe- 
venieut  t4>  refer  to  the  value  of  the  bushel  of  potatoes  to  the  gold  dollar  tlai 
it  would  be  to  si)eak  always  in  comparisons  of  wheat  and  potatoes,  or  steel 
rails,  or  pairs  of  shoes.  But  the  use  of  the  dollar  as  a  denominator  of  Ttloe 
in  this  manner  by  no  means  precludes  constant  changes  in  the  value  of  the  da- 
la  r  in  relation  to  other  things.  Indeed,  when  wheat  rises  from  $1  to  $1.50  p^ 
bushel,  the  value  of  the  gold  dollar  In  relation  to  wheat  has  fallen  to  66|  pn 
cent  of  its  former  value. 

This  is  exactly  the  ratio  in  which  the  purchasing  power  of  the  dollar  bjs 
fallen  during  the  last  15  years,  according  to  Prof.  Irving  BMsher.  who  has  bew 
giving  much  study  to  the  question  of  the  stability  of  the  monetary  standard 
Here  are  his  woifls : 

"  During  the  last  15  years,  although  the  gold  dollar  has  remained  the  saiw 
in  size,  its  i>urchasing  power  has  fallen  to  two-thirds  of  the  dollar  of  15  yetn 
ago.  This  .*<hrinkage  in  the  monetary  yardstick  has  injured  all  those  who  hil 
expected  to  receive  a  fixed  number  of  dollars — salaried  men.  wage  earner 
bondholders.  saviug.s-bank  depositors,  and  many  others."  (Instability  of  G<^ 
lecture  prepared  by  Prof.  Irving  Fisher  for  the  Alexander  Hamilton  lmt> 
tute.  p.  6.) 

It  Is  this  fact  —that  the  value  of  the  dollar  has  fluctuated  in  recent  yein 
in  its  relation  to  the  great  mass  of  commodities,  and  has  changed  to  the  di^* 
advantage  of  the  dollar — upon  which  I  desire  to  lay  emphasis.  It  is  not  n€Cf* 
sary  at  the  present  time  to  go  into  the  causes  for  this  depreciation — prhether  I 
is  be<ause  there  are  more  dollars  in  the  ratio  of  the  work  to  be  perfonK*' 
whether  a  speculative  spirit  has  caused  credit  to  expand  unduly,  or  ix^ietba 
certain  classes  of  goods  have  become  so  scarce  in  relation  to  demand  that  cosl 
petition  has  ralstni  their  price  in  terms  of  dollars. 

The  essential  joint  is  not  the  causes  of  this  depreciatoln.  but  the  £act.  Tberj 
is  no  real  dls|)ute  as  to  whether  gold  has  depreciated  or  commodities  haT! 
appreciated  when  proper  definitions  are  adhered  to.  To  quote  from  my  aw\ 
work  (Tlie  Principles  <3f  Money  and  Banking,  Vol.  I,  p.  153)  : 

"  A'ariatlous  in  the  exchange  value  of  an  article  are  indicated  by  changes  ii 
prices,  and  changes  in  prices  are  themselves  the  index  of  chang^  in  the  ^ 
change  value  of  mcaiey.  Limiting  the  discussion  to  this  definition  of  Talna  I 
would  be  futile  to  argue,  for  instance,  that  gold  has  not  'appreciated '  in  W¥»r1 
to  given  articles  when  their  prices  had  fallen,  and  equally  futile  to  argoe  ^r 
it  had  not  *  depreciated  *  when  prices  had  risen." 

As  put  by  Dr.  Pierson,  late  minister  of  finance  of  the  Netherlands,  "A  ftiH  .: 
the  value  of  money  and  a  rise  in  prices  are  not  two  occurrences,  certainly  &* 
two  occurrences  standing  to  each  other  in  the  relation  of  cause  and  effect :  tl^ 
constitute  a  single  occurrence  described  in  two  different  ways." 

It  was  contended  by  many,  when  the  gold  dollar  was  Increasing  in  putdusdL 
power,  that  this  was  due  to  the  increased  productive  power  of  labor  ts: 
machinery — in  other  words,  that  the  labor  compensated  by  a  given  number  rf 
dollars  produced  a  larger  quantity  of  goods,  of  which  each  unit  conld,  therefffit 
be  sold  at  a  lower  price.  That  such  a  change  has  occurred  is  undoubtedly  tm 
and  it  has  tended  in  a  marked  degree  to  reduce  the  labor  cost  of  manuflactaR^ 
articles  within  our  generation.  If.  therefore,  we  encounter  the  fact  that  t* 
spite  of  this  persistent  Increase  in  the  productive  powers  of  human  society.  ^ 
price  of  goods  has  not  fallen  upon  the  average  in  recent  years,  hnt  tiiat  bk« 
dollars  are  required  for  the  purchase  of  almost  any  given  commodity  than  w 
the  case  16  years  ago,  10  years  ago,  or  even  4  years  ago,  it  is  evidence  of  * 
depreciation  of  the  purchasing  power  of  the  dollar. 

If  It  requires  more  dollars  to-day  to  purchase  a  given  amount  of  goodi*^ 
services,  then  in  relation  to  those  goods  or  services  there  has  been  a  depwcs^ 
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ion  in  the  value  of  money.  Soch  a  decline  in  the  purchasing  power  of  gold, 
vliich  l8  now  the  standard  money  in  practically  every  civilized  state,  in  itself 
K>nstiti]tes  a  depreciation  of  gold.  This  statement  is  not  a  discussion  of  cause 
>r  eifect — whether  the  Increase  In  the  supply  of  gold  has  caused  a  rise  in  prices 
>r  whether  the  rise  in  prices  is  due  to  entirely  different  causes.  The  fact  re- 
nains  that  gold  has  d^redated  in  relation  to  nearly  all  other  commodities. 

It  is  this  fact  wlilch  faces  the  railways  as  well  as  other  producers  and  in- 
^eBtors,  and  with  which  they  have  had  to  deal  in  recent  years.  Those  pro- 
Lucers  who  have  been  able  to  operate  in  a  market  where  they  were  free  to  use 
lieir  own  judgment  and  economic  power  in  fixing  prices  or  wages,  have  been 
ible  to  adapt  themselves  more  or  less  rapidly  to  the  depreciation  in  the  pur- 
abasing  power  of  the  dollar.  If  they  were  workers  for  wages,  they  have  been 
ible  to  demand  increases  in  their  wages  to  enable  them  to  meet  the  increased 
?ost  of  living,  as  expressed  in  dollars.  If  they  were  dealers  in  articles  of  retail 
Tade,  they  have  been  able  to  advance  the  prices  of  those  articles  from  time  to 
ime  to  cover  the  increased  cost  of  obtaining  them  at  wholesale  or  directly  from 
lie  producer.  By  this  means  they  have  succeeded  in  effecting  the  economic  ad- 
ustment  of  their  position  to  the  diminished  purchasing  power  of  the  dollar. 
Dbe  process  has  been  gradual,  although  the  figures  which  I  shall  soon  present 
rill  show  that  it  has  been  rapid.  The  fact  that  it  has  been  gradual,  and  that 
rage  earners  and  merchants  have  been  able  to  adapt  themselves  gradually 
o  the  change,  has,  to  a  certain  extent,  concealed  its  real  economic  significance. 

A  warm  political  campaign  was  waged  in  this  country  17  years  ago,  in 
vbich  it  was  declared  on  one  side  that  the  purpose  of  the  other  side  was  to  cut 
be  value  of  the  dollar  in  two  by  substituting  for  the  gold  dollar,  which  was  the 
ttandard,  a  dollar  of  another  metal  having  only*  half  the  value  of  the  old. 
itightly  or  wrongly,  it  was  declared  that  there  was  likely  to  ensue  a  rise  of 
)rice8,  expressed  in  the  cheaper  dollars,  which  would  be  so  sudden  and  rapid 
Iiat  it  would  not  be  possible  for  the  wage  earner  to  keep  pace  with  the  change, 
md  that  he  would  suffer  at  first  a  diminution  of  one-half  in  the  purchasing 
)ower  of  his  wages  before  he  could  obtain  even  a  partial  adjustment  of  the 
lumber  of  dollars  paid  him  to  their  diminished  value  in  exchange  for  other 
liings. 

Something  like  the  process  of  this  predicted  change  has  bemi  going  on  from 
lulte  other  causes  during  the  past  17  years,  but  the  fact  that  it  has  occurred 
pvithout  any  change  in  the  statutes  fixing  the  amount  of  metal  or  the  kind  of 
netal  in  the  dollar  has  veiled  its  real  significance  to  the  average  man,  and  has 
[)revented  taking  measures  of  protection  against  its  effects  except  through 
^orts  to  increase  wages  and  prices. 

What  would  have  been  said  if  it  had  been  proposed  by  law  in  1896  to  require 
3ie  railways  to  reduce  their  rates  from  35  to  50  per  cent  within  15  years?  What 
would  have  been  the  protests  and  what  would  have  been  the  umsettlement  of 
the  value  of  railway  securities  in  the  market  if  an  order  had  been  made  by 
^s  commission  to  any  such  effect?  But  the  silent  and  irresistible  processes 
>f  economic  forces  have  reduced  the  money  value  of  these  rates  in  something 
ike  this  proportion  within  the  past  16  or  17  years,  while  the  railways  hare 
mffered  a  steady  impairment  of  their  earnings,  and  for  a  number  of  years  past 
lave  been  restricted  by  statute  law  from  adapting  themselves,  like  other 
ndustries,  to  the  new  monetary  conditions. 

THE   SUBSTITUTION   OF   STATUTE  LAW   FOE   EOONOmC  LAW. 

As  I  understand,  the  railways  contaid  in  this  case  that  they  should  be 
jlven  permission  to  adapt  thdir  rates  to  these  changes  in  the  purchasing  power 
>f  the  dollar,  just  as  the  wage-earner  of  the  merchant  has  been  able  to  secure 
in  adjustment  of  his  wages  or  prices,  operating  in  a  free  market  without  the 
restraints  of  legislation  limiting  his  power  to  fix  his  own  charges  or  prices. 
[  do  not  propose  now  to  discuss  the  differaice  between  the  position  of  the  rall- 
wsLjB  in  this  respect  and  the  position  of  manufacturers  or  traders;  nor  do  I 
;)ropo8e  to  call  in  question  the  general  policy  of  governmental  regulation  of 
railway  rates.  What  I  desire  to  emphasize  is  the  fact  that  in  the  place  of 
those  natural  economic  laws  which  determine  prices  and  wages  in  an  open 
market,  subject  to  the  manifold  infiuences,  not  only  uncountable  in  number, 
l>ut  each  incapable  of  measurement  in  degrees — the  infiuences  of  volume  of 
3usiness;  adequacy  of  equipment  to  serve  such  business,  and  demand  for 
idditlonal  equipment;  variation  in  the  quantity  and  demand  for  each  product 
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produced  and  shipped ;  yariations  In  the  state  of  credit,  in  the  quantity  i 
money,  in  the  rate  for  loans,  and  in  tlie  state  of  the  foreign  excbanges; 
influence  of  political  events  and  uncertainties ;  vagaries  of  fashion  and  fr 
mand— that  in  place  of  the  free  play  of  all  these  influences  upon  eaeh  other,  tk 
Government,  State  and  National,  regulates  what  a  railway  shall  charge  fc 
transportation.  The  law  has  shorn  the  railways  of  the  right  to  w^gfa  Ua 
shifting  conditions  and  to  fix  their  rates  upon  their  own  free  InitiatiTe;  t 
has  put  the  State  over  them  in  a  position  which  in  some  respects  is  easentiil: 
•one  of  guardianship  and  trusteeship. 

To  return  to  my  essential  point:  It  is,  in  substance,  that  the  porchi^ 
power  of  the  dollar  over  the  great  mass  of  commodities  has  permanently  fiLk 
since  the  present  schedule  of  passenger  and  freight  rates  was  estabUAid 
Bven  in  a  free  market,  unrestricted  by  statute  law,  the  effect  of  changes  i: 
the  purchasing  power  of  money  is  not  simultaneously  f^t  by  all  daflset !: 
the  community.  If  such  changes  did  act  simultaneously  and  antomaticCj 
upon  all  classes,  then  the  only  difference  caused  by  such  changes  would  \t 
differences  in  the  expression  of  wages  and  prices  in  terms  of  money,  rnfor 
tunately,  however,  for  certain  classes,  they  are  not  able  to  secure  an  adjtf^ 
ment  of  their  wages  and  prices  so  quickly  as  other  classes.  H^ice  come  aboa 
inequalities,  by  which  those  who  are  able  most  quickly  to  adjust  themsefivi 
to  the  new  conditions  reap  profits  and  advantages  over  those  who  are  s: 
able  to  adjust  themselves  so  promptly. 

It  is  obvious  that  those  persons  who  had  fixed  incomes  expressed  in  dor.-? 
would  find  it  difllcult.  If  not  entirely  imiwssible,  to  avoid  losses  from  the  be^ 
conditions.  Receiving  a  definite  sum  in  dollars  for  i)ensious,  salaries,  or 
interest  on  investments,  they  would  find  that  this  fixed  sum  in  dollars  coold : 
longer  be  exchanged  for  the  same  amount  of  food,  clothing,  and  other  necea- 
ties  and  comforts  of  life.  Large  enterprises  in  which  a  certain  amount  of  c?? 
tal  was  invested  would  see  the  value  of  their  capital  shrink  in  reference  * 
other  things.  The  effect  of  such  a  condition  was  well  set  forth  by  Uk^ 
Chevalier,  in  his  famous  book.  On  the  Probable  Fall  in  the  Value  of  0^ 
which  was  translated  into  English  in  1859  by  Richard  Cobden.  The  Tir^- 
of  M.  Ciievalier  were  expressed  as  follows: 

"During  this  transition,  then,  the  value  of  all  properties  will  be  subjertf 
to  a  painful  uncertainty  and  to  injurious  fiuctnationa  It  will  be  still  wpiv 
for  those  persons  to  whom  I  have  already  alluded,  whose  Incomes  consis;  •- 
a  sum  of  money  (Napoleons  or  sovereigns)  fixed  In  advance.  They  will  > 
in  a  perpetual  state  of  trouble,  anxiety,  and  uneasiness.  They  will  sini  ' 
whole  sections  from  their  present  state  to  another  In  which  they  will  eii>T 
only  the  half  of  their  previous  comforts;  reasoning,  as  I  always  do,  upon  i- 
assumption  that  gold  falls  to  the  half  of  its  present  value.  They  wi"  *- 
flung  headlong,  without  rule  or  measure,  down  to  a  lower  station,  and  wWh- 
ever  having  the  chance  of  preparation,  for  it  is  the  very  essence  of  chan^ 
this  kind,  subjected  as  they  are  to  many  opposing  influences,  to  pursm  c 
irregular  and  disorderly  course.  Now,  the  persons  of  whom  I  am  here  spei* 
ing  comprise  a  very  numerous  and  various  class.  They  are,  in  the  first  p*'' 
the  creditors  of  the  state,  of  departments,  of  cities,  and  of  Joint-stock  compan** 
To  form  an  idea  of  the  number  of  persons  and  families  who  would  be  opr 
prehended  under  this  head  it  suffices  to  call  to  mind  that,  in  Bngland  C- 
-capital  of  the  national  debt  amounts  to  20  milliards  of  francs  ( £800.000.0'*  ' 
<0n  the  Probable  Fall  in  the  Value  .of  Gold,  Michel  Chevalier.  transUted  ^ 
Richard  Cobden,  London,  1859,  pp.  114-115.) 

Among  the  enterprises  to  be  considered  in  such  a  connection  the  char:* 
of  railways  and  other  public-service  corporations  were  not  overlooked,  t^ 
^hen  these  enterprises  were  still  In  their  infancy.  Upon  this  point  > 
Chevalier  expressed  himself  as  follows : 

"  It  would  also  be  necessary  to  revise,  more  or  less  often,  the  scal^  • 
charges  of  ministerial  officers  or  agents  of  every  kind,  lawjrers,  barrist^ 
registrars,  etc. — a  class  of  persons  with  whom  there  is  no  esca[4ng  a  reekooi:^ 
as  recent  experience  has  shown. 

"A  similar  operation  would  be  necessary  with  the  tariffs  of  charges  wt*^ 
have  been  fixed  for  a  multitude  of  companies,  such  as  those  of  railways,  ctM* 
docks,  and  bridges.  In  some  cases  these  have  been  fixed  so  high  ori^iia^ 
that  the  companies  have  not  found  It  necessary  to  levy  the  full  rates.  Of  t 
number,  however,  we  can  hardly  specify  more  than  those  which  relate  to  ti 
freight  traffic  on  the  railways;  beyond  that,  as.  for  instance,   for 
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ires,  the  full  charge  Jillowed  by  law  is  (in  France)  levied.  It  would  seem 
>  me  only  consistent  with  equity  that  the  fares  should  be  raised  from  the 
loment  that  a  state  of  things,  so  unforeseen  and  uncontrollable,  arose  as  a 
XK)gnlzed  fall  in  the  value  of  the  metal  of  which  money  was  made.  All 
lese  changes  of  tariffs  would  be  a  labor  of  infinite  difficulty  for  government 
ad  an  endless  source  of  discussions  with  the  legislative  body."  (On  the  Prob- 
t>le  Fall  in  the  Value  of  Gold.  Michel  Chevalier,  translated  by  Richard  Cob- 
en,  London,  1859,  p.  121.) 

EVIDENCE  OF  DKPRKCJATION    IN   THE  VALUE  OF   MONEY. 

I  have  thus  far  endeavored  to  lay  the  groundwork  of  the  points  to  be  estab- 
shed  and  the  effect  of  a  depreciation  in  the  purchasing  power  of  money,  but  it 
lay  be  said  that  I  have  not  presented  the  proof  of  such  depreciation.  It  is 
)  that  point  that  I  now  propose  to  address  myself.  It  is  now  generally  ad- 
mitted that  the  most  definite  and  truthworthy  method  of  ascertaining  changes 
1  general  prices  is  through  index  numbers.  These  index  numbers  are  nothing, 
1  effect,  but  the  reduction  of  a  great  variety  of  prices,  dealing  with  different 
^mmodities  measured  in  different  ways — some  by  pounds,  some  by  tons,  some 
y  bulk,  and  some  by  the  value  of  the  labor  which  they  represent— to  a  common 
enominator.  In  this  way  units  which  are  dissimilar  are  reduced  to  terms  of 
xpression  which  are  similar.  While  there  has  been  among  economists  some 
ispute  as  to  the  proper  method  of  arriving  at  index  numbers  which  are  the 
rue  expression  of  changes  in  value,  it  has  been  found  that  what  might  be 
ailed  the  more  refined  processes  of  determining  index  numbers  do  not  afford 
esults  radically  different  from  comparatively  simple  averages. 

Two  different  methods  wore  tested  by  Prof.  Roland  P.  Falkner  in  the  cele- 
rated  Senate  investigation  of  1801,  whose  results  have  Since  been  brought 
own  to  date  by  the  Bureau  of  Labor.  One  of  these  methods  was  to  take  the 
imple  average  of  some  250  articles  and  thereby  arrive  at  an  average  price  for 
ne  date  which  could  be  compared  with  a  similar  average  for  another  date. 
?be  other  method  tested  by  Prof.  Falkner  was  what  is  called  the  weighted 
verage,  which  consisted  in  allotting  a  quantity  of  each  article  to  the  calcnla- 
ion  which  was  in  proportion  to  the  consumption  of  that  article.  The  results, 
s  I  stated,  did  not  differ  widely,  and  this  has  always  proved  to  be  the  case 
xcept  where  the  number  of  articles  considered  was  small  and  there  were 
inusnal  fluctuations  In  some  two  or  three. 

Speaking  of  different  methods  of  arriving  at  the  index  number,  including  the 
weighted  average  of  Palgrave  and  the  several  methods  employed  by  Falkner, 
:>roJ^.  Hadley  says,  writing  in  18J)6,  at  the  time  of  the  culmination  of  the  down- 
vard  trend  of  prices: 

*•  In  i)oint  of  fact,  the  results  obtained  by  an  unprejudiced  application  of  the 
hree  methods  are.  substantially  alike.  They  all  indicate  that  gold  prices  in 
lifferent  countries  rose  from  1850  to  1873  and  have  fallen  since  that  time,  so 
liat  the  index  numbers  which  represent  the  general  price  level  in  1890  stand 
lot  far  from  the  level  of  1850.  Since  the  crisis  of  1893  there  has  been  a  further 
fall,  so  that  the  general  price  level  of  1895  Is  exceptionally  low."  (Economics, 
vjew  York,  1896,  p,  195.) 

I  do  not  feel  it  necessary,  therefore,  to  go  into  elaborate  discussion  of  the 
;ystem  of  index  numbers  and  their  value  before  i>roceeding  to  state  the  char- 
icter  of  the  changes  in  general  prices  which  are  revealed  by  the  index  i.umbers 
)f  the  Department  of  CJongress.  I  submit  below  a  table  giving  the  index  num- 
>er8  obtained  by  Prof.  Falkner  for  a  series  of  years,  with  the  percentage  by 
which  average  annual  prices  for  1912  exceed  those  of  previous  years.  It  will 
ye  observed  that  average  prices  in  1912  were  48.9  per  cent  higher  than  In  1897, 
17.8  per  cent  higher  than  In  1890,  and  18.2  |>er  cent  higher  than  in  1904. 
\nalysls  of  the  details  of  prices  by  classes  of  products  shows  that  under  the 
tiead  of  metals  and  implements  the  Index  number  advanced  from  86.6  per  cent 
in  1897  to  126.1  per  cent  in  1912;  lumber  and  building  materials,  from  90.4  per 
:?ent  in  1897  to  148.2  per  cent  in  1912,  or  an  increase  of  more  than  60  per  cent. 
[  will  not  embody  in  this  statement  further  details,  hetNUise  the  figures  are 
readily  accessible  in  a  recent  bulletin  of  the  Bureau  of  I-.abor  (Bulletin  No.  114, 
.Vpr.  4. 1913).  and  may  there  be  studied,  in  connection  with  the  striking  diagram 
on  page  10.  showing  the  upward  movement  of  general  prices  of  all  commodities 
duHng  the  past  17  years.  The  relative  prices,  with  the  increase  in  1912  over 
otber  years,  is  set  forth  In  the  following  table : 
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^lative  prices  of  commoditieSy  hy  calendar  years,  1890  to  1912,  and  per  o» 
that  prices  for  1912  taere  higher  than  for  each  preceding  year. 

[Average  for  1800  to  1899- 100.] 


Year  or  month. 


1800 
1891 
1892 
1893 
1894 
1896: 
1896 
1897 
1898 
1899 
1900 
1901 


,    Percent 
Relative      higher  In 
prices  of      1912  than 
all  com-    I     in  each 
DioditieB.  I  preceding 

I      yew- 


Year  or  month. 


112.9 
111.7 
106.1 
105.6 
96.1 
98.6 
90.4 
80.7 
98.4 
101.7 
110.5 
108.5 


18.3  ' 

19.6  I 

25.9  I 

26.5  I 

39.0 

42.7 

47.8 

48.9 

43.0 

31.4 

20.9 

23.1 


1902 
1903 
1904 
1906 
1906 
1907 
1908 
1909 
1910 
1911 
1912 


Relative  Utet 

prices  of  ^ttai 

allcom-  inmk 

modities.  pcMsdix 


113.9 
113.6 
113.0 
115.9 
122.5 
120.5 
122.8 
12&5 
131.6 
120.2 
133.6 


a: 
a.* 
i: 

u 

M 

i: 
It 


Referring  to  tbe  simple  average,  which  takes  as  a  standard  of  100  the  BTtrap 
wholesale  price  of  the  10  years  1890-1899,  both  inclusive,  we  obtain  some  inter 
esting  results.  It  appears  that  in  1880,  the  first  ye^r  after  the  resumptioa  ^ 
specie  payments,  prices  were  much  higher  tlian  the  average  of  1890-1S99.  i: 
almost  uninterrupted  decline  occurred,  however,  until  1896,  when  the  inda 
number  fell  to  90.4,  or  more  than  40  per  cent*  below  the  prices  of  1880.  Wlti 
the  resumption  of  business  activity  in  1898,  the  index  number  begins  to  ri» 
until  it  has  attained  110.5  in  1900.  There  was  then  a  slight  recession,  tcXkmi 
by  a  slow  recovery,  which  carried  the  index  number  for  1904  to  113.  Tte 
began  the  rapid  upward  movement  of  the  past  eight  years — interrupted  by  th 
depression  of  1908 — which  finally  advanced  the  index  number  fbr  tbe  year  WH 
to  133.6.  This  is  an  increase  of  nearly  11  points  over  the  low  point  of  190S.  xdA 
at  40.2  points  over  the  index  numl>er  of  1898. 

English  index  numbers  benr  out  the  American  In  a  general  way,  altlHWja 
their  range  of  fluctuation  Is  not  quite  so  wide.  The  figures  of  tbe  !/»*£ 
Statist,  which  are  printed  regularly  in  the  London  Bankers'  Magadne,  takes  i? 
a  basis  the  prices  of  45  commoditie.*^  on  the  average  for  the  11  years  1967  t^ 
1877,  both  Inclusive,  the  bn^lc  number  being  100.  The  result**  thus  obtafw«J 
show  that  the  range  of  prices  in  1912  was  39.3  per  cent  above  1^®6  and  2S  pc 
cent  above  1903.  The  following  table  gives  these  Index  numbers  for  representi 
tive  years: 

The  "  Statist ''  indcjp  numbers. 


[BaHiMl  on  wliolesalc 

pdce«  of  45  commodities,  the  average 
being  talcen  as  100.1 

of  tlie  11   years,  18«7-1^ 

Year. 

Index  1 
NO.     ^ 

"""     88  1 

Year. 

1 

Index  j 

No.     ' 

72 

77  f 
80  i 
73  , 

'^T 

1880            

1906 

1909 "^ 

1896 

?i! 

1906 

1910 ,        ^ 

1898         

1907 

1911 '        ■ 

1900. 

"1 

1908. 

1912. *f 

Taking  articles  of  food  and  materials  separately,  the  Index  numbers  conptf* 
thus: 


M»T.l* 
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THE  EVIDENCE  OF  SWOLLEN  BANKING   ASSETS. 

One  of  the  most  redmrkable  evidences  that  the  increase  in  the  value  of  goods 
n  terms  of  mony  in  recent  years  has  been  broad  and  general  in  character  is 
ifforded  by  the  statistics  which  are  compiled  annually  by  the  Comptroller  of  the 
:Jurrency  in  regard  to  the  banking  power  of  the  United  States.  It  might  seem 
o  the  uninformed  outsider  that  it  was  a  source  of  nothing  but  congratulation 
hat  the  total  resources  of  all  the  banks  of  the  country,  stated  in  money,  had 
nore  than  doubled  during  the  period  from  1900  to  1912.  Consideration  of  the 
'acts,  however,  and  analysis  of  related  figures  induce  a  certain  degree  of  skep- 
icism  regarding  the  reality  of  the  gain. 

The  essential  question  is  whether  this  great  increase  in  banking  power,  by 
Lll  per  cent  in  12  years,  reflects  a  corresponding  increase  in  the  annual  produc- 
don  or  in  the  accumulated  wealth  of  the  country.  The  population  during  this 
period  increased  only  25.3  per  cent,  so  that  the  increase  in  banking  power  was 
nore  than  four  times  as  rapid  as  that  in  population.  For  the  four  years 
3etween  1908  and  1912  the  increase  in  banking  power  was  27.8  per  cent,  while 
ibe  increase  in  population  was  only  9.3  per  cent 

It  might  perhaps  be  cont^ded,  if  there  were  only  a  moderate  increase  in 
tmnking  power  in  ratio  to  population,  that  it  was  due  to  the  increased  produc- 
:ive  power  of  labor  and  machinery.  A  little  calculation  will  indicate,  however, 
that  this  is  not  a  satisfactory  explanation  of  the  entire  increase  in  banking  re- 
M>arces,  and  that  the  real  cause  is  the  expression  of  similar  transactions  in  a 
larger  number  of  dollars.  To  support  the  theoiy  that  the  increase  in  banking 
resources  was  due  to  the  increase  of  productive  power,  upon  the  old  level  of 
i-alues,  it  would  be  necessary  to  assume  that  the  productive  power  of  the  popu- 
lation of  the  United  States  had  increaseed  on  the  average  about  68  per  cent  in 
L2  years.  This  is  based  not  upon  the  gross  increase  in  banking  power  or  upon 
the  average  of  increase,  but  upon  the  reduction  of  banking  resources  to  a  per 
capita  basia 

The  figures,  which  appear  in  the  next  table,  show  that  the  total  banking 
resources  of  the  country  per  capita  amounted  in  1900  to  $140,  in  1908  to  $201, 
md  in  1912  to  $235.  The  last-named  figure  is  an  increase  of  67.08  per  cent  over 
rhat  of  the  year  1900.  If  this  increase  were  due  exclusively  to  increase  in  pro- 
luctive  capacity  it  would  mean  not  only  that  laborers  in  factories  had  greatly 
increased  their  productive  power  by  the  aid  of  machinery,  but  that  the  average 
increase  had  been  so  great  as  to  amount  to  nearly  68  per  cent  when  spreag 
over  the  population  engaged  in  simple  manual  labor  and  in  personal  servicea 
Obviously,  it  requires  an  optimistic  draft  upon  the  imagination  to  assume  any 
such  phenomenal  increase  in  the  producing  power  of  the  community,  and  no 
such  result  is  indicated  by  known  additions  to  accumulated  wealth. 

To  test  the  question  whether  the  volume  of  goods  dealt  in  has  increased  in 
any  such  ratio  as  banking  resources  I  have  divided  the  ton-mileage  of  the  rail- 
ways in  1900  and  in  1912  by  the  population  in  those  years  and  find  an  Increase 
per  capita  of  48.14  per  cent  instead  of  the  68  per  cent  shown  in  banking  power. 
A.  better  test  perhaps  is  afforded — in  so  far  as  these  figures  constitute  a  test— 
t>y  the  number  of  tons  of  freight  carried.  Here  the  increase  per  capita  is  a 
little  less  than  34  per  cent,  or  only  one-half  the  increase  in  banking  power.  It 
would  be  a  rash  student  of  these  problems  who  would  argue,  however,  that 
Increase  in  freight  movement  was  an  exact  proof  of  mathematical  increase  In 
Lhe  amount  of  goods  produced.  Even  if  it  afforded  an  accurate  test  of  the 
increase  in  production  of  certain  classes  of  manufactured  goods,  shipped  from 
the  factories  to  wholesale  markets,  it  would  still  leave  aside  the  great  mass  of 
[Tommodities  produced  and  consumed  on  the  farm  or  within  the  communities 
(vhere  they  were  produced.  It  would  also  leave  aside,  as  already  indicated, 
the  factor  of  the  productive  power  of  manual  labor  and  personal  services.  All 
that  could  be  safely  assumed  in  any  case  would  be  that  the  surplus  above  these 
t)a8ic  demands  had  Increased  In  a  certain  ratio,  and  clearly  the  ratio  of  the 
increase  to  total  production  would  be  much  smaller  than  its  ratio  to  the  excess 
available  for  shipment. 

The  statistics  hardly  exist  to  determine  upon  the  whole  the  average  pro- 
iuctive  power  of  the  country  as  a  whole,  except  in  stated  lines  of  manufacture. 
Obviously,  however,  a  very  large  increase  in  the  amount  of  cotton  or  woolen 
?ood8  or  steel  rails  produced  would  not  in  itself  prove  increase  in  productive 
power  as  a  general  proposition,  but  only  that  additional  capital  and  labor  had 
tjeen  applied  to  the  production  of  these  articles.  It  seems  to  be  a  fair  infer- 
ence, therefore,  and  a  quite  conclusive  one,  that  the  productive  power  of  the 
[*ountry  has  not  increased  on  the  average  in  any  such  ratio  as  68  per  c^ut  in  12 
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years  or  28  per  cent  in  4  years,  and  that  the  increase  in  banking  resources  te 
these  ratios  is  the  result  of  an  Increase  in  the  number  of  dollars  in  which  Ite 
transactions  are  expressed.  The  broad  character  of  these  banking  atatistie! 
also  affords  evidence  that  the  rise  in  the  money  expression  of  similar  transa^ 
tions  is  not  limited  to  a  few  articles  or  to  special  cases,  but  is  widespreii 
and  snbstantiaUy  general  in  its  character. 
The  details  on  this  subject  appear  in  the  following  tables: 

Increase  of  hanJdnff  power  in  the  United  States. 

[From  the  report  of  the  Comptroller  of  the  Currency  for  1912,  p.  42,  and  pri« 

years.] 

[From  tho  report  of  thd  Comp  roller  of  the  Currency  for  1912,  p.  42,  and  prior  years.) 

TOTAL  RESOURCES  OF  ALL  CLASSES  OF  BANKS. 


Year. 

Total  resources. 

Popolatioii. 

1900 

$10,685,000,000 
17,642,706,000 
22,548,706,000 

76,303,387 
87,496,000 
95,656,000 

tltfC 

1908 

a(H  «i 

1912 

m« 

Pff  e« 

Increase  In  population,  4  years,  1908-1912 9.' 

Increase  in  banking  power,  1908-1912 r  ' 

Increase  in  population,  12  years,  1900-1912 £- 

I ncrease  In  banking  power,  1900-1912 Ill  Jj 

I  ncrease  in  per  capita  banking  power «: » 

Increase  in  freight  tonnage,  1900-1912, 

INCREASE  IN  TON  MILEAGE. 


Ton  mlleags.        Popnlation. 


1900. 
1912. 


141.596,551,000 
262,965,606,000 


ToiHn> 

percapTi- 


76,303,387 
95,656,000 


IN 


Increase  per  capita,  1900-1912,  48.14  per  cent. 

FREIGHT  CARRIED,  IN  SHORT  TONS. 


Year. 


1900. 
1^12. 


Short  tons. 


1,081,983,301 
1,818,232,193 


Population. 


;t«»p« 


76,303,387  , 
95,656,000 


Increase  per  capita,  1900-1912,  33.99  per  cent. 


THE  PURCHASING   POWEB  OF  FBEIQHT   EARNINGS. 

It  is  pertinent  to  this  Inquiry  to  set  side  by  side  with  these  chan^;es  in  A 
purchasing  power  of  money  the  changes  which  have  taken  place  In  the  rmt*  ^ 
compensation  received  by  the  railways  for  passengers  and  freight.  Fortnnatf^ 
the  system  of  statistics  established  by  the  Interstate  Commerce  Gonunlssid 
permits  an  ascertainment  of  the  average  receipts  per  unit  of  service  by  ^ 
railways  of  the  United  States.  Taking  the  receipts  for  freight  alone  per  k= 
mile  and  expressing  them  in  mills,  or  tenths  of  a  cent,  it  appears  that  this  tvr 
age  of  ton-mile  receipts  varied  only  within  narrow  limits  during  the  whoiei^ 
the  16  years  from  1896  to  1912.  In  1896  the  average  receipts  per  ton-mile  ^^ 
8.06  mills ;  In  1912  they  were  7.43  mills.  This  represented  a  decline  of  eU" 
three  one-hundredths  of  a  mill,  or  about  7  per  cent.  This  decline  In  tr^s: 
receipts,  however,  was  only  the  decline  expressed  in  terms  of  money.  j 

Quite  different  and  striking  results  are  obtained  if  one  compares  the  porvi* 
ing  power  of  this  money  in  1896  with  its  purchasing  power  In  1912.     Suot 
comparison  Is  easy  and  simple  under  the  system  of  index  numbers.      In  ortr" 
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determine  this  ratio  of  purcbasing  r>ower.  It  is  only  necessary  to  di\ide  the  rate 
per  ton-mile  by  the  Index  number  for  prices.  The  result  gives  the  relationship 
of  the  ton-mile  revenue  in  purchasing  power  on  different  dates,  expressed  In 
Dallls,  upon  the  basis  of  the  average  of  prices  from  1890  to  1899.  If  the  receipts 
per  ton-mile  In  1896  were  8.06  mills  and  wholesale  prices  bore  a  ratio  to  tiie 
standard  of  90.4  points,  the  purchasing  power  of  the  receipts  per  ton-mile  was 
3.92  mills.  As  the  index  number  of  prices  advanced,  however,  even  if  receipts 
remained  the  same  in  terms  of  money,  the  purchasing  power  of  the  receipts 
inevitably  fell  in  striking  ratio. 

After  the  revival  of  business  activity  in  1897  receipts  i)er  ton-mile  declined 
3nly  slightly,  but  the  index  number  of  wholesale  prices  Increased  rapidly.  The 
result  was  that  the  purchasing  power  of  the  money  received  for  freight  fell 
from  a  ratio  of  8.06  in  1898  down  to  6.61  in  1905.  Then  began  another  decline, 
Interrupted  only  by  the  depression  of  1908,  which  finally  carried  the  ratio  of 
purchasing  power  of  freight  receipts  in  1912  down  to  5.r>6.  When  this  purchas- 
ing power  of  the  receipts  per  ton-mile  Is  compared  with  the  corresponding  figure 
3f  1896,  we  find  a  decline  of  3.36  mills,  or  37.6  per  cent.  I  conclude,  therefore^ 
dimply  as  a  question  of  mathematics  and  without  undertaking  to  enter  injo  the 
intricacies  of  railway  accounting  or  the  special  demands  which  have  heen  made 
upon  the  railways,  that  the  purchasing  iwwer  of  the  moneys  which  are  now 
paid  for  freight  is  approximately  37  per  cent  less  in  the  market  for  commodities 
than  it  was  in  1896.    - 

Prom  1903  to  1912  there  was  a  decrease  of  17.1  per  cent  in  the  purchasing 
power  of  ton-mile  earnings,  and  even  from  1908  to  1912  a  decline  of  9.4  per  cent, 
3r  nearly  twice  the  proportion  in  which  it  is  now  asked  that  permission  be 
^ven  to  advance  nominal  rates  expressed  in  terms  of  money. 

The  calculations  for  the  entire  railway  system  follow : 


Purchasing  poicer  of  receipts  per 

ion-mile 

Year. 

Average 
receipts  per 
ton-mile. 

Index 
numt>er  of 
wholesale 
prices  on 
basiPof 
1890-1899. 

Corrected 
purchasing 

ratio  of 
receipts  per 

ton-mile. 

Year. 
1903 

Average 

receipts  per 

ton-mile. 

MiUs. 
7.63 
7.80 
7.66 
7.48 
7.69 
7.64 
7.63 
7.63 
7.67 
7.43 

Index 
number  of 
wholesale 
prices  on 
basis  of 
18^0-1899. 

Corrected 
purchasing 

ratio  per 
receipts  per 

ton-mile. 

[880 

Mills. 
12.82 
10.11 
9.41 
a39 
8.06 
7.98 
7.63 
7.24 
7.29 
7.60 
7.67 

147.6 
116.8 
112.9 
93.6 
90.4 
89.7 
93.4 
101.7 

iia6 

108.6 
112.9 

MiUs. 
8.36 
8.73 
8.33 
8.96 
8.92 
8.90 
8.06 
7.12 
6.60 
6.91 
6.71 

113.6 
113.0 
115.9 
122.6 
120.6 
122.8 
126.5 
131.6 
129.2 
133.6 

MiUs. 
6.72 

[886 

1904 

6.90 

.ago 

190f 

6.61 

805 

1906 

6.11 

^896 

1907 

5.86 

L807 

1908 

6.14 

[808 

1909 

6.03 

1800 

1910 

5.72 

[OOO 

1911 

5.86 

igOl 

1912 

6.60 

902 

Results  substantially  similar  are  obtained  for  the  railways  in  eastern  terri- 
:ory,  with  their  generaUy  lower  average  of  ton-mile  receipts.  For  the  10-year 
>eriod  1903-1912,  the  decline  in  the  purchasing  power  of  freight  earnings 
7orks  out  at  18.8  per  cent.  The  fallowing  table  gives  the  calculations  for  rail- 
^rays  in  eastern  territory : 

Purchasing  power  of  receipts  per  ton-mile. 

EASTERN  TERRITORY. 


Year. 

Average 
receipts  i>er 
ton-mile. 

Mm. 
6.76 
6.94 
6.73 
6.64 
6.69 
6.68 

hidex 
number  of 
wholesale 
prices  on 
basis  of 
1890-1899. 

purchasing 
ratio  of 

ton-mile. 

Year. 

Average 

receipts  per 

ton-milo. 

n„mwn/l  Corrects 
prices  on     -JStouLr 

,^,^,  'tar 

908 

113.6 
113.0 
116.9 
122.6 
129.5 
122.8 

MiUs. 
6.94 
6.14 
5.80 
6.33 
6.06 
6.35 

1900 

MiUs. 
6.64 

;      MiUs. 
126.6  1              5.17 

904      

1910 

6.46  1            131.6  ,               4.90 

906  

1911 

6.49              129.2!               6.02 

906    

1912 

6.44              133.6  1               4.83 

907 

1913 

6.37 

908 

i 

Percentage  of  decline  in  purchasing  ratio,  190^1912,  18.8  per  cent. 
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THE  WORLD  DEMAND  FOR  CAPITAL. 

The  second  broad  subject  to  which  I  wish  to  address  myself,  in  conaidei^ 
the  present  economic  position  of  the  railways,  is  the  increased  difllcalty  wfaid 
'  they  have  found  in  recent  years  in  obtaining  new  capital  for  extoisioos  vi 
improvements.  One  of  the  fundamental  difficulties  has  been  the  mmsaal  it 
mand  for  capital  from  many  sources  during  the  past  dozen  years  and  tb 
increased  keenness  of  competition  between  various  forms  of  investment. 

Time  was,  before  the  era  of  industrial  consolidations,  when  tlie  bonds  aid 
shares  of  railways  were  the  principal  resource  for  the  investor  in  finding  siS^ 
and  profitable  use  for  his  savings.  In  recent  years,  however,  new  demand 
have  converged  upon  the  supply  of  available  capital  in  an  unusual  degree  tim 
the  conversion  of  industrial  enterprises  into  stock  companies,  tlie  absorptka 
and  merger  of  old  companies  with  new,  the  great  extension  of  tbe  system  d 
local  traction  lines,  the  demands  of  undeveloped  countries  for  railways  lad 
industrial  equipment,  and  the  remarkable  expansion  in  the  calls  of  GoTemmeaQ 
upon  the  financial  markets  for  the  means  of  increasing  armaments  and  makia^ 
public^mprovements.  I  shall  confine  myself,  in  the  discussion  of  this  sid>jecl 
chiefiy  to  the  volume  and  general  character  of  this  demand  for  capital,  letTls^ 
it  to  those  specially  interested  in  the  railways  to  discuss  its  more  particohs 
application  to  their  condition  and  requirements. 

As  an  indication  of  the  growth  in  the  demand  for  capital,  I  will  first  presec 
some  general  statistics,  compiled  annually  for  many  years  by  tbe  Bdglai 
financial  publication,  Moniteur  des  Int^r&ts  Mat^riels.  This  compilation  rdstn 
to  the  issue  of  securities  in  all  countries  of  the  world,  so  far  as  tbe  data  wws 
available.  While,  no  doubt,  imperfect  in  detail,  especially  in  repaid  to  ^ 
United  States,  the  figures  probably  represent,  upon  the  whole,  about  the  sass 
ratio  of  Issues  rei)orted  to  issues  actually  made  from  year  to  year. 

These  figures  show  that  prior  to  1896  total  issues  as  high  as  10.000,000,0i« 
francs  ($2,000,000,000)  per  annum  were  the  exception,  except  for  the  period  <^ 
inflated  prices  and  speculation  from  1871  to  1873,  when  the  annual  average  os: 
l)ut  of  securities  for  three  years  was  about  13,000,000,000  francs. 

After  the  panic  of  1873  there  was  only  one  year  (1889)  up  to  1894  wbs 
totjil  issues  of  $2,000,000,000  were  reached. 

For  the  10  years  ending  with  1893  the  annual  average  issues  reported  were 
about  6,470,000,000  francs,  or  about  $1,250,000,000. 

For  the  10  years  ending  with  1903  the  annual  average  was  13,45Oi,OOa60^ 
francs,  or  about  $2,596,000,000.  • 

For  the  8  years  ending  with  1911,  however,  this  annual  average  advawt^ 
to  $4,078,000,000,  and,  with  the  exception  of  the  last  year,  showed  an  ahaofi 
uninterrupted  increase.  It  was  of  the  highest  significance  in  tbis  conm^ 
tion  tliat  while  these  figures  included  refunding  operations  or  converskw 
such  operations  almost  entirely  ceased  after  1906.  the  year  of  the  converscc 
of  the  Italian  debt.  Hence  the  figures  since  1906  represent  almost  entirdy  b^ 
additional  issues  of  securities  and  new  demands  for  capital.  The  figures  ti^ 
reduced  to  dollars  on  a  somewhat  more  accurate  basis  than  5  francs  to  ti* 
dollar  in  the  table,  which  follows: 

I89ue9  of  seouritieB. 

[From  Le  Moniteur  des  Int^^  Mat^riels.] 


Year. 


1896. 
1897. 
1898. 
1899. 
1900. 
1901. 
1902. 
1903. 
1904. 
1905. 
1906. 
1907. 
1908. 
1909. 
1910. 


Total  issues. 


Conversions. 


'Net  I 


13,227 
l.^Vj 
2 
2 
2 


00 
00 
00 
00 
00 
100 

no 

100 

00 
00 
00  i 

5JlJi,fHJ.ljO0  : 

1911 1    3.J?K,ii(i'),J«0 


35^000     $1,465,451,000 
]:-  <O0  ;        132,182,000 
00  I        316,530,000 


120,878,000 


1,639,921,000 
1,687,729,000 

353,445,000  { 

323,487,000  i 
1,991,526,000 
43,90S,O0O 
63,541,000  < 

474,090,000  ; 

687,700,000  ! 

143,100,000  I 


»i,76i,9r.; 

1  7M,«-* 
1.7lSm»» 
2,054,MLl» 

l.M7,fR» 
1,967,50.19 

i,84«»m; 
2,431,5.; 

3,»4.i«.; 

4,ow;»ni; 

4,»lvl».« 
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If  these  figures  may  be  considered  too  general  in  cliaracter  to  be  implicitly 
nelied  upon,  or  lacking  in  some  respect  in  completeness,  it  is  possible  to  present 
>thers  for  those  countries  in  which  the  finance  of  the  world  is  substantially 
ironcentrated  which  are  more  exact  and  possibly  more  accurate. 

The  volume  of  new  securities  listed  from  year  to  year  on  the  Paris  bourse 
s  not  without  significance,  although  it  includes  a  large  volume  of  securities 
ssued  by  foreign  Governments  and  industrial  enterprises.  The  listing  of  such 
foreign  securities  issued  in  Russia,  Turkey,  Austria-Hungary,  and  many  of 
lie  newer  countries  is  a  natural  consequence  of  the  fact  that  French  savings 
-epresent  one  of  the  largest  annual  accretions  to  the  supply  of  capital  seeking 
lew  investments,  with  the  possible  exception  of  the  United  States,  where  most 
lew  capital  goes  into  domestic  enterprises.  The  table  which  follows  gives  the 
:otal  issues  of  securities  for  representative  years  in  millions  of  francs,  stating 
leparately  those  of  French  industrial  corporations,  and  those  issued  by  foreign 
ndustrial  corporations.  It  appears  that  while  total  issues  amounted  in 
L902  to  only  1,716,000,000  francs,  the  total  of  such  issues  or  introductions  on 
the  bourse  reached  5,076,000,000  francs  in  1906,  and*  after  a  recession  of  new 
ilstings  during  the  next  three  years  attained  an  even  higher  figure  In  1910. 
die  details  are  as  follows: 

Admissions  to  the  Paris  bourse. 


Year. 


Total  new 


902. 

gos. 

906. 
907. 
908.. 


1,716 
3,886 
5,076 
2,847 
3,480 


French 
industrials. 


Foreign 
Industrials. 


MUUontofl 
franci.  I 
131  I 
657  I 
849  I 
900  I 
634 


650 
1,924 
1,831 

808 
1,709 


French        Foreign 
industrials,  industrials. 


Mmioruofi 

franc*,     I 

1,630  I 

779  I 

807 

1,648 


1,700 
3,098 
2,898 
2,661 


In  Great  Britain  also  it  is  possible  to  present  quite  accurate  figures  of  the 
lumber  and  total  amount  of  the  nominal  capital  of  companies  registered  under 
;be  corporation  laws.  The  table  given  below  shows,  in  pounds  sterling,  the 
lominal  capital  of  the  companies  registered  under  the  law.  The  law  was  made 
nuch  more  rigorous  in  respect  to  the  representations  allowed  to  be  made 
ind  the  property  against  which  stock  was  permitted  to  be  issued  by  a  law 
pv'liich  took  effect  in  1901.  This  probably  accounts  in  part  for  the  shrinkage 
n  the  annual  amount  of  capital  applied  for  during  the  following  years,  but 
>eginning  with  1904  there  has  been  an  almost  uninterrupted  increase  in  the 
capitalization  of  these  new  companies,  which  has  carried  the  amount  from 
approximately  $460,000,000  in  1904  to  about  $1,050,000,000  in  1910.  The  table 
8  as  follows : 

STOCK-COMPANY   ORGANIZATIONS    IN    THE   UNITED   KINGDOM. 

The  following  table  shows  the  number  and  total  amount  of  nominal  capital 
)f  companies  registered  in  the  United  Ivingdom  under  the  companies  (consoli- 
lation)  act,  1908,  and  preceding  acts: 


Year. 


806 
807 
806 
800 
900 
001 
002 
908 


Number 
of  com- 
panies. 


4,736 
5,229 
6,182 
4,975 
4,966 
3,433 
3,929 
4,075 


Nominal 

share 

capital. 


£309,532,047  ; 
291,117,559  ' 
272,287,690  ! 
345,939,676  I 
221,827,934  , 
144,760,333  ' 
156,963,861 
126,606,015  > 


Year. 


1904 
1906 
1906 
1907 
1908 
1909 
1910 


Number 
of  com- 
panies. 


3,831 
4,358 
4,840 
5,266 
5,024 
6,373 
7,184 


Nominal 

share 

capital. 


£92,526,148 
119,179,833 
136,788,948 
187,907,886 
104,441,091 
141,630,296 
212,975,689 


BKen  more  exact  in  a  sense,  because  it  excludes  ventures  which  fail  to  attract 
;mbllc  support,  is  the  tabulation  made  each  year  by  the  British  Government  of 
xympanies  actually  carrying  on  business.     These  figures  represent  the  gross 
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outstanding  capital,  instead  of  annual  issues,  and  discard  the  paper  secnritiQ 
of  companies  wiiich  bave  ceasetl  to  do  business.-  Tbeee  figures  illustrate  im 
striking  way  the  growth  in  capital  invested  in  industrial  enterprises  in  the  Unita 
Kingdom  at  the  present  time  as  compared  with  15  years  ago  or  even  more  recc 
dates.  They  do  not  Include  railway  issues  and  some  other  forms  of  securities, ur 
do  they  include  the  public  capital  which  has  been  invested  in  municipal  trammn 
and  other  governmental  enterprises.  They  show,  however,  that  even  in  prin^ 
corporations  the  amount  of  paid-up  capital,  which  was  about  ^,600.000i)00  M 
American  money  in  1896,  had  risen  in  April,  1910,  to  about  $10,650,000,000.  c 
almost  exactly  90  per  cent.    The  details  of  the  table  are  as  follows : 

GOING  COMPANIES  IN  THE  UNITED  KINGDOM. 

The  following  table  shows  the  total  number  and  amount  of  paid-up  caplui 
(including  amounts  considered  as  paid  on  vendors'  shares)  of  all  r^sterel 
companies  having  a  share  capital  and  believed  to  be  carrying  on  busines  si 
the  undermentioned  dates : 


Dat«s. 


April— 
1886 
1897 
1898 
1899 
1900 
1901 
1902 
1903 


Num- 
ber. 


Total. 

Paid-up  capital. 


21,223 
23,728 
26,267 
27,969 
29,730 
31,429 
33,259 
35,965 


£1,145,4CS,993 
1,285,042,021  I 
1,383,598,162  i 
1,512,098,098  , 
1,622,641,416  , 
1,725,940,612  I 
1,805,141,165  : 
1,840,455,005 


TotaL 


Dates. 


^^'   Paid^e^ 


April—  I 

1904 37,287 

1905 1  39,616 

1906 1  40,995 

1907 43,038 

1908 1  45,804 

1909 46,474 

1910 61,787 


£l,aW,64S.'3 

i,»4,3r.J 

2,Oa3,3K.< 

2,i«>,iri 

2,178,S*.1 


Most  British  joint-stock  banks  are  registered  under  the  companies  act  1^^ 
and  consequently  the  bulk  of  the  capital  of  such  concerns  is  included  in  nj 
figures  given  in  the  above  tables.  With  the  exception  of  municipal  tnunwa.^ 
the  majority  of  the  companies  working  tramways  in  the  United  Kingdom  *J 
registered  under  the  companies  acts,  and  their  capital  is  accordin^y  also  ^ 
eluded.  Railway  companies  in  the  United  Kingdom  are  not  incorporated  vatdi 
the  companies  acts,  but  by  sixjclal  acts  of  Parliament,  as  they  need  powers  h 
yond  those  conferred  by  registration  under  the  companies  acts.  Their  capital  i 
therefore,  not  comprised  in  these  tables. 

For  the  United  States  there  is  no  official  compilation  of  secnrity  issx 
t>ecause  charters  are  issued  by  the  48  States  and  by  the  Territories,  as  w«31  i 
a  few.  Including  national-bank  charters,  by  the  Federal  Government.  A  compili 
tion  has  been  kept  up,  however,  for  several  years  by  one  of  the  financial  ji^^ 
nalB  which  affords  some  indication  of  the  great  output  of  securities  in  Ui 
country  in  recent  years.  The  total  of  all  classes  of  issues  reported  for  190S  wi 
$1,423,000,000,  which  increased  for  1912  to  $2,253,000,000,  or  about  60  per  ca 
within  the  short  space  of  four  years.  The  figures  for  the  current  year,  e^a 
pleted  up  to  the  1st  of  December,  show  a  decline  to  $1,671,000,000. 

One  of  the  most  significant  features  of  this  tabulation  for  the  United  Saa 
Is  the  diminishing  proportion  of  issues  of  railway  securities  and  the  large  p^ 
played  In  such  diminished  issues  by  short-term  notes.  For  11  months  e&i: 
with  November,  railway  issues  amounted  in  1912  to  $1,024,627^00.  while  fcff  3 
same  period  in  1913  they  reached  only  $914,216,100.  The  amount  of  at* 
issued,  however,  In  1912,  was  $346,310,300,  and  In  1913,  $391,627,200.  lasDesS 
Industrial  corporations  for  the  same  period  in  1912  were  $1,066,470,700,  s3 
declined  during  1913  to  $657,509,700,  but  in  spite  of  the  declhie  in  totJil  isns 
the  amount  of  notes  increased  from  $120,075,000  in  1912  to  $151,151,000  In  ^ 
The  text  of  the  principal  part  of  these  calculations,  as  printed  in  the  JemrJ 
of  Commerce  of  December  1.  1913,  is  appended  to  this  statement 

This  great  demand  for  new  capital  has  arisen  from  several  causeB.  It  H 
brought  into  more  acute  competition  with  thie  railways  In  the  market  tor  c»rrl 
the  securities  of  Industrial  cori>oratiou8  and  of  Governments  than  alnxi^  «^ 
before  in  the  history  of  modem  finance.  A  recent  tabulation  issued  hf  tS 
Bureau  of  Foreign  and  Domestic  Commerce  of  the  Departipent  ofL  GoiniiKra  i 
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Washington  stated  the  national  debts  of  the  world  at  the  latest  available  dates 
as  nearly  42,000  millions  of  dollars  ($41J36J01,000),  and  this  is  estimated 
to  be  an  increase  of  more  than  dO  per  cent  over  the  year  1900.  These  figures 
do  not  include,  in  the  case  of  the  United  States  and  many  other  countries,  the 
heavy  obligations  of  municipalities  and  other  minor  civil  authorities. 

EFFECT  OF  THE  DEMAND  FOR  CAPITAL. 

This  great  demand  for  capital  which  converges  on  the  principal  money  mar- 
kets of  the  world  has  effects  similar  to  those  produced  by  great  demand  upon 
other  commodities — it  raises  its  price.  As  the  price  of  capital  is  the  r&ital 
charged  for  its  use,  or  the  Interest  rate,  this  rate  has  risen  in  a  marlted  degree 
in  recent  years.    The  influence  of  this  condition  may  be  summarized  as  follows : 

1.  New  securities  can  only  be  sold  at  lower  prices  than  formerly  or  must  pay 
higher  interest  rates  on  their  par  value. 

2.  The  prices  of  outstanding  securities  fall,  making  them  unsalable  in  the 
hands  of  their  holders  except  at  a  loss,  and  reducing  the  assets  and  the  surplus 
funds  of  savings  banks,  other  banking  institutions,  and  Insurance  companies. 

3.  The  seekers  of  new  capital  by  means  of  security  issue  must  pay  a  larger 
amount  in  money  for  its  use,  and  in  view  of  the  rise  in  gaieral  prices,  must  pay 
more  for  their  materials,  thus  making  necessary  a  higher  rate  of  earnings  than 
formerly  in  order  to  meet  fixed  charges. 

4.  Under  the  conditions  of  competition  for  capital  thus  established,  industries 
of  high  earning  i)ower  are  able  to  outbid  those  of  lower  earning  power  for  the 
supply  of  free  capital  in  the  market. 

6.  Incident  to  the  decline  in  the  purchasing  power  of  money  there  is  a  ten- 
dency on  the  part  of  investors  to  shift  their  investments  to  those  paying  higher 
returns  than  formerly,  in  order  to  meet  the  increased  cost  of  living,  even  at  the 
risk  of  some  slight  decrease  in  security. 

6.  In  so  far  as  the  decline  in  the  purchasing  power  of  money  is  recognized  in 
the  financial  world  as  a  factor  likely  to  be  continuously  felt,  there  will  be  a 
tendency  on  the  part  of  investors  to  refrain  from  purchasing  securities  for  long 
terms,  paying  a  fixed  income  in  money. 

The  proof  that  practically  all  these  infiuences  have  been  in  operation  in  the 
market  for  capital  during  the  past  10  years,  and  especially  since  1906,  is  to 
be  found  on  every  hand.  While  some  of  it  is  more  capable  of  statistical 
demonstration  than  the  rest,  the  prevalence  of  these  tendencies  is  known  to 
every  dealer  in  securities  in  his  contact  with  investors  and  financiers  in  his 
aaily  business.  It  is  not  easy  to  make  comparisons  of  the  prices  of  securities 
Eit  diiferent  dates  which  will  bear  criticism,  because  so  many  elements  enter 
Into  the  calculation  arising  out  of  the  securities  themselves  and  the  enterprises 
tvbich  they  represent,  and  because  of  the  eddies  and  countercurrents  which 
obscure  the  course  of  the  main  current.  Perhaps  as  near  a  fair  measure  as 
;an  be  obtained  of  the  decline  in  the  premier  securities  of  the  world  is  afforded 
>y  the  average  quotations  for  a  series  of  years  presented  by  M.  Arthur  Raffalo- 
ETloh,  the  eminent  Russian  economist,  in  his  last  annual  issue  of  Le  Marche 
3^1nancier. 

He  shows  a  decline  in  French  3  per  cents  from  1908  to  1912  of  6i  per  cent 
>f  par  value,  in  German  3  per  cents  of  7.2  per  cent,  and  in  British  consols  of 
S  per  cent  Only  Russian  4  per  cents  show  an  advance,  due  to  the  improve- 
nent  of  the  national  credit,  which  has  not,  however,  brought  them  up  to 
larity  with  the  issues  of  richer  nations.    The  table  is  as  follows: 

Average  quotations  of  Government  securities,  1908-1912. 
f  A.  Raffalovlch,  Le  Marche  Ulnancier,  1012-13,  p.  230.] 


Year. 


K» 

K».... 

rtO 

m 

H2 

fl2,  Deo.  31 


French 

German 

English 

3per 

3per 

2Jper 

cents. 

cents. 

cents. 

96.2 

85.2 

86.04 

97.8 

85.8 

83.8 

98.0 

84.4 

81.0 

96.6 

83.6 

79.5 

89.7 

78.0 

73.0 

89.5 

77.0 

75.25 

Russian 
4per 
cents. 


76.7 

84.7 

92.6 

93.76 

98.90 

91.0 
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Another  set  of  figures  affording  a  guide  of  some  trustworthlneas  as  to  j 
movement  of  the  security  market  as  a  whole  is  the  tabulation  presoitcdi 
the  dose  of  each  year  in  the  French  financial  weekly,  L'Economiste  Eun^ 
In  France  for  the  past  three  or  four  years  there  has  been  an  almost  bs: 
terrupted  decline  in  the  market  value  of  leading  securities.  This  repr»s3 
of  course,  a  larger  return  upon  the  market  price  to  a  new  purchaser  or : 
vestor,  but  a  smaller  return  in  m(»iey  to  a  corporation  issuing  securities.  Sr 
stantially  the  same  important  securities  are  tabulated  annually  by  M.  Ed92. 
Thery,  the  editor  of  L'Eoonomiste  Europeen.  His  annual  summary  for  15L 
published  in  L'Economiste  Europeen  of  January  3,  1913,  declares  that  K 
leading  French  securities,  representing  a  nominal  capital  of  57.661,O00> 
francs,  or  about  86  per  cent  of  the  aggregate  of  national  negotiable  secuiide 
depreciated  during  the  year  1912  alone  by  a  sum  of  1,806,000,000  franesi^ 
3.12  per  cent,  this  sum  being  allotted  in  the  proportion  of  822,000.000  tun 
for  the  first  half  of  the  year  and  984,000,000  francs  for  the  second  ball  Vt 
following  table  shows  the  face  value  of  this  mass  of  French  aecuritiefl,  tofede 
with  the  market  values  at  the  end  of  each  of  the  years  named,  in  company 
with  market  values  at  the  end  of  the  preceding  year. 

Annual  variaiions  in  principal  French  securities. 

[In  milUons  of  francs.] 


Year. 


Faoe  value. 


Market  valae  <  Xaitat^i* 

Dec.  31  pre-       IHt.Si* 

ceding.         jearmsc 


1002. 
1906. 
1906. 
1907. 
1908. 
1900. 
1910. 
1911. 
1912. 


64,764 

67,536 

SLi 

66,322 

58,006 

S.I 

56,670 

99,374 

EJ 

56,891 

57,908 

Sit 

67,367 

67,284 

sU 

67,327 

68,195  , 

9^ 

57,731 

60,131 

»S 

67.963 

59.340 

as 

67,661 

57,927 

»: 

Strong  evidence  of  the  manner  in  which  other  securities  are  elbowii^  i> 
^  old-fashioned  4  per  cent  railway  mortgage  bond  out  of  the  market  for  capfe 
is  afforded  by  the  character  of  the  listings  on  the  New  York  Stock  Kxdui^ 
On  the  New  York  Stock  Exchange  are  listed  for  the  most  part  only  secontir' 
of  a  certain  standard  and  importance.  Railway  securities  therefore  still  ^ 
a  slight  advantage  in  the  quantity  listed  at  the  close  of  1911  over  other  fries 
of  Investment,  but  they  were  being  so  rapidly  overtaken  in  the  race  that  ibt' 
percentage  of  increase  during  the  nine  years  from  1902  to  1911  was  oolr: 
little  more  than  one-third  that  of  their  industrial  and  official  competitors, 
other  words,  while  new  railway  issues  listed  stood  at  an  amount  of  47.9  per  ce: 
higher  in  1911  than  in  1912,  the  net  listings  of  other  securities  increased  dori^ 
the  same  period  by  133.1  per  cent.  The  figures  in  the  following  table  are  u^- 
from  the  two  editions  of  the  work  of  Mr.  Sereno  S.  Pratt  on  The  Work  of  V 
Street : 

Securities  listed  on  New  York  Stock  ExcJiange, 


Class. 

1903 

au 

Allclasses. 

$13,791,866,317  j  fM,3H,aB.^ 
4,332,965,765         S.9tt.at.» 

Railroad  stocks 

Railroad  bonds 

4;707;98S;00D 
9,130,948,766 
4,660,917,552 

Total  ratlroad  seoiniUes ,,,      

AU  others 

Increase  iarailwar  issues * 

Increase  in  other  issues Jfc 

One  of  the  immediate  causes  of  the  present  demand  for  capital  has  ^^a 
the  war  in  the  Balkans,  but  it  is  not  probable  that  pressure  of  this  sort  ^^ 
the  money  market  will  cease  with  the  restoration  of  transqullUty  in  the  N^ 
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last  The  large  exp^diture  made  by  the  contending  States  in  the  Balkans 
as  not  yet  been  definitely  financed,  and  is  still  weighing  upon  the  markets  of 
•aris,  London,  and  Berlin  as  an  important  influence  of  the  future.  The 
indency  of  political  events  in  Europe,  moreover,  has  been  to  cause  such  mutual 
neasiness  among  the  powers  as  to  result  in  the  levy  of  a  special  tax  for  mili- 
ary purposes  by  the  Imperial  Government  of  Germany  and  a  countermove  by 
'ranee  in  the  proposal  of  a  loan  amounting  to  about  $260,000,000  which  is  now 
ending  in  the  French  Cliambers. 

In  the  meantime  great  sums  of  money  are  being  demanded  from  time  to  time, 
oth  by  Governments  and  by  private  companies,  for  the  extension  of  the 
iulpment  of  food  production  and  transportation  in  the  less-developed  countries 
f  the  world— in  the  Argentine  Republic,  in  British  India,  in  French  Indo- 
ihina,  in  French  and  German  Africa,  in  the  great  Empire  of  China,  and  in  our 
wn  dependencies  in  the  Philippine  Islands.  Various  reasons  are  assigned  for 
Ws  steady  demand  for  the  extension  of  the  railway  network  and  the  develop- 
lent  of  new  areas  of  production  in  these  newer  countries,  but  it  seems  not 
nlikely  that,  both  consciously  and  unconsciously,  they  are  the  result*  of  the 
ressure  of  the  diminishing  ratio  of  food  supply  to  population  in  the  older 
Ivilized  States,  and  represent  the  measures  necessary  to  restore  and  increase 
aat  supply  in  order  to  check  the  rise  of  prices  beyond  the  reach  of  those  of 
coall  means. 

If  tlds  motive,  the  pressure  of  the  need  for  food,  is  really  the  controlling 
lotive  behind  ttie  commercial  expansion  of  the  undeveloped  countries,  it  is  a 
lotive  which  is  likely  to  be  more  persistent  and  more  exacting  in  its  pressure 
pen  the  supply  of  capital  and  more  influential  upon  the  rate  to  be  paid  for  the 
se  of  capital  than  the  mere  needs  of  better  terminal  facilities  and  improved 
q[uipment  on  the  railway  systems  of  the  great  civilized  countries. 

I  am  not  here  to  speak  as  an  expert  in  regard  to  the  needs  of  American  rail- 
"^ays.  It  is  proper,  however,  for  its  bearing  on  the  general  economic  problem, 
>  quote  the  language  of  so  high  an  authority  as  the  Railroad  Securities  Com- 
lission,  of  which  President  Arthur  T.  Hadley,  of  Yale,  was  chairman,  which 
sported  to  the  President  at  the  close  of  1911  upon  the  subject  of  regulating  the 
NBue  of  railway  securities.  They  expressed  the  belief  in  strong  language  that 
lere  must  be  large  additional  capital  expenditure  through  the  obvious  means  of 
ae  issue  of  new  securities.    Upon  this  point  their  report  says : 

"There  is  a  widespread  belief,  based  on  imperfect  examination  of  the 
vidence,  that  the  amount  of  capital  needed  for  the  future  development  of  our 
a^llroad  system  is  small  in  proportion  to  that  which  has  been  required  in  the 
ast;  that  the  proflts  on  such  added  investments  of  capital  are  reasonably  well 
Bsured;  and  that  we  can  therefore  fix  attention  predominantly,  if  not  ex- 
lusively,  on  the  needs  of  the  shipi)er  without  interfering  with  the  necessary 
apply  of  new  money  from  the  investors. 

*'  It  is  quite  possible  that  the  building  of  additional  railroad  mileage  will  be 
ir  less  rapid  in  the  future  than  it  has  been  in  the  past,  but  the  capital  needed 
>r  the  development  and  the  improvement  of  the  mileage  already  existing  is 
aormous,  even  if  we  built  no  new  mileage  at  nil.  The  outstanding  stock  and 
ebt  of  the  railways  in  the  United  States  averages  less  than  $60,000  a 
ille  of  line.  This  figure  is  bound  to  be  greatly  Increased  in  the  immediate 
iture.  ♦  ♦  ♦  The  thousands  of  millions  of  dollars  needed  for  these  pur- 
oses  must  be  raised  by  the  sale  of  securities."  (Report  of  Railroad  Securities 
ommlsslon,  pp.  32--38.) 

I  have  endeavored  In  this  discussion  to  limit  myself  to  a  few  simple  proposl- 
ons,  which.  I  think  are  well  understood  among  economists  and  have  been  suf- 
elently  proved,  so  far  as  such  matters  are  susceptible  of  ^xact  proof.  We  have 
sen  that  there  has  been  an  advance  in  prices  of  commodities  of  a  broad  and 
^neral  character.  In  so  far  as  the  advance  in  prices  has  been  uniform  in 
Ifferent  industries,  and  in  so  far  as  the  Increase  In  the  wages  of  labor  has  cor- 
^sponded  to  the  advance  In  prices,  equality  of  conditions  under  the  present 
alue  of  the  dollar  has  been  established.  The  railways,  however,  have  not 
lared  in  this  advance  in  the  money  expression  of  services  In  any  such  degree 
9  other  industries  and  wage  earners. 

It  is  worth  noting  In  this  connection  that  if  the  commercial  clients  of  the 
iilways  have  in  nearly  all  cases  been  able  to  obtain  an  increase  in  their 
K^eipts  in  money  corresponding  to  Its  diminished  purchasing  power,  these 
iients  have  not  been  called  upon  to  disburse  in  freight  rates  the  ratwble  propor- 

40106— S.  Doc.  466, 68-2— vol  1 60 
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tioQ  of  their  iucreased  charges  to  the  consumer,  and  have,  from  tbe  eatoKd 
rigidity  of  such  rates  in  terms  of  money,  tran^erred  an  unearned  Incneiial 
to  their  own  coffers  at  the  expense  of  the  railways.  The  railways  liaTe  id 
adapted  their  charges,  as  have  other  industries,  to  the  change  in  tlie  puicha^ 
power  of  money.  They  have  continued  to  sell  their  services  for  an  auM^ 
which  has  remained  comparatively  fixed  in  money  but  has  declined  greatly  a 
purchasing  power.  Such  additional  capital  as  they  have  sought  by  the  lasa 
and  sale  of  securities  has  been  obtained  on  higher  terms  than  in  fornix  yem 
while  its  purchasing  power,  in  materials  and  wages,  has  beoi  much  leas  ttn 
in  former  years.  The  railways  have  been  in  the  peculiar  position  of  see&i 
prices  rising  all  around  them,  while  they  have  been  unable  to  make  advaod 
proportionate  to  their  changed  relations  to  other  industries. 

If  the  value  of  the  money  received  by  the  railways  for  their  services  bss  i 
seriously  declined  in  purchasing  power  as  to  deprive  them  of  the  means  of  med 
ing  their  legitimate  charges  and  obtaining  new  capital  at  its  present  r^ital  pria 
they  are  not  on  an  equality  with  other  industries;  they  are  receiving  a  and 
less  proportionate  share  of  the  proceeds  of  the  economic  output  of  the  coqm:] 
than  that  which  they  formerly  received,  and  they  are  less  capable  of  contrib;^ 
ing  their  share  to  equipping  this  country  for  unfettered  competition  with  otlu 
countries  in  the  field  of  production  and  international  commerce. 


CAPITAL  ISSUES  IN  TH£  UNITED  STATES. 
[From  the  New  York  Journal  of  Commerce,  Monday,  Dec.  1,  1913.] 

Complete  returns  of  new  securities  announced  by  railroad  and  Indnstrial  co: 
porations  during  November  Indicate  a  total  of  only  $87,027,000,  against  |1*^ 
082,000  in  the  same  period  a  year  ago,  a  decrease  of  $53,055,000.  Tbe  railro^-^ 
issued  $67,063,000  of  bonds,  short-term  notes,  and  stocks,  while  the  industrl^ 
put  out  $19,964,000.  It  can  not  be  too  strongly  emphasized  that  our  record  d 
security  Issues  includes  sums  raised  to  pay  off  maturing  obligations  and  *< 
refund  different  issues,  so  that  allowance  should  be  made  for  this  in  an  eS<^ 
to  arrive  at  a  total.  As  bearing  on  this  point  it  may  be  well  to  note  tliat  tlw 
November  maturities  amounted  to  $25,061,500,  while  those  for  December  in 
estimated  at  $45,897,000. 

The  figures  given  below  were  compiled  by  the  Journal  of  Commerce  and  Ooci 
mercial  Bulletin  and  summarize  the  actual  issues  of  new  securities  for  No\t© 
ber  compared  with  the  corresponding  month  of  1912: 

RAILROADS. 


1013 

1912 

180,774,000 
61,543,000 
17,000,000 

ChlS|B> 

Bonds 

920,165,000 

->sia.».rt 

Holes 

46,008,000 

—  1&15S.M 

Stocks 

1          900,000 

—  16,  m* 

Total 

i      67,063,000 

100,317,000 

~  4a.Si« 

INDUSTRIAL  CORPORATIONS. 


Bonds 16,810,000,  $16,506,000  1  -|8,78S.» 

Notes !  1,000,000  1  2,250,000  -  I,CB»| 

Stocks , !  12,164,000  I  12,020,000  -     TKJt 

Total I  19,964,000  |  90,765,000  -IO,§a.F 


Grand  total 87,027,000 


140,082,000  :     ^S^9Sk» 


The  foregoing  totals  do  not  include  State  and  mimicipal  bonda     A  ooopO 
tion  covering  the  latter  appears  in  an  adjoining  column. 
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CAPITAL  APFXI0ATI0N8  FOB  11   MONTHS. 

The  11  iDonths'  financing  follows : 

RAILROADS. 


I 


.  1913 


Bonds !  1384,884,000 

Not«8 1  391,627,200 

Stocks I  137,704,900 

Total I  914,216,100 


1912 


$484,764,500 
346,310,300 
193,653,000 


Changes. 


-  199,880,500 
+  45,316,900 

-  65,848,100 


1,024,627,800   -  110,411,700 


INDUSTRIAL  CORPORATIONS. 


Bonds 

$207,040,000 
151,151,000 
299,318,700 

$372,784,700 
120,076,000 
573,611,000 

-$166,744,700 

Notes 

+    81,076,000 

Stocks '. 

—  274,292,800 

Total 

657,509,700 

1,066,470,700 

-  408,961,000 

(f rand  total 

1,571,726,800 

2,091,008,500 

-  619,372,700 

TIMIDITY  OF  CAPITAL  EXPLAINS  POOB  SHOWING. 

This  poor  showing  can  readily  be  attributed  to  the  timidity  of  capital,  which 
hesitates  to  enter  new  fleld&  Much  of  the  absorption  of  new  securities  during 
the  month  was  furnished  by  the  New  Haven  six  months*  note  issue  of  $45,000,- 
000  and  the  $11,000,000  of  the  New  York  Connecting  Railroad.  But  for  the  New 
Haven  issue  alone  the  month  would  have  recorded  a  new  low  record.  Develop- 
ments show  that  railroad  and  Industrial  corporations  are  doing  very  little  In 
the  way  of  financing,  except  where  it  is  necessary  to  meet  maturing  issues  or 
to  carry  on  construction  work  for  which  contracts  have  been  made.  Within  the 
next  year  an  enormous  amount  of  maturities,  especially  of  short-term  notes, 
will  run  off  and  railroads  will  be  compelled  to  do  a  heavier  amount  of  financing 
than  they  have  in  a  long  while.  Some  of  the  short-term  notes  coming  due 
have  already  been  renewed  once  or  twice,  and  the  railroads  are  anxious  to 
replace  them  with  long-time  bonds,  not  only  with  a  view  to  securing  accommo- 
dation at  lower  rates  of  interest  but  also  to  prevent,  if  possible,  the  constant 
renewals  of  short-term  obligations,  which  are  not  only  troublesome  but  ex- 
I>ensive.  The  strenuous  efforts  now  being  made  by  the  railroads  to  convince 
the  Interstate  Commerce  Commission  that  higher  freight  rates  are  positively 
necessary  In  the  eastern  territory  is  a  matter  of  vital  import  to  corporations,  as 
the  granting  of  even  a  small  advance  would  do  much  to  raise  railroad  credit 
at  a  time  when  new  capital  is  greatly  needed. 

mew  ISSUES  FOB  NOVEMBEB. 

The  principal  divisions  of  the  new  securities,  including  bonds,  notes,  and 
stocks,  for  November: 


BaUroads. 

Tractioiia. 

FubUc  utUitles 

Mftnnfacturing  companies: 

Iron  and  steel 

Textiles 

MIsceUaneoDs 

Misoellaneoas 


Total. 


1913 


$65,508,000 

1,665,000 

10,104,000 


1,500,000 
4,600,000 
3,800,000 

87,027,000 


1013 


190,132,000 
19,186,000 
15,095,000 


358,000 
4,810,000 
9,003,000 

140,083,000 


Changes. 


-124,634,000 

-  17,630,000 

-  5,831,000 


-I-    1,142,000 

-  310,000 

-  6,802,000 

-  63,065,000 
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Railroads 

Traction 

PubUc  utUities 

Manufacturing  companies: 

Iron  and  steel 

TextUes 

Miscellaneous 

MisoellanAous 

Total 


1913 


$787,039,100 
126,577,000 
287,640,700 

16,740,000 
26,425,000 
179,805,000 
146,899,000 


l,5n,725,800 


1912 


$711,978,600 
312,649,200 
346,370,200 

80,621,500 
36,458,000 
306,310,700 
295,710,300 


Oiflo^ 


-i86.(a» 

-  «7,:»i 

-  CS,SLi 

-  10,(£S.» 

-128  as  T 

-148,911 


2,091,098,500         -519,m 


NOVEMBEB  ISSUES  117  RECENT  YEASS. 

The  November  comparisons  covering  a  series  of  years  and  total  offerings  t^ 
12  months  follow : 


1913 
1912 
1911 
1910 
1909 


November. 


Whole  year. 


$87,027,000 
140,082,000  $2,253,587,300 
113,164,520  1,739,487,720 
111,032,000  ,  1,518,272,579 
75,366,000  J  1,681,620,680 


1908. 
1907- 
1906. 
1905. 


November. 


$203,172,000 
63,940,000 


Wbobj* 


$1,431,191 
1,3»,J1S'' 
1,637,  (33 
l,238;n* 


ACTUAL  ISSUES  IN  BBCEWT  YEARS. 

The  following  table  gives  the  new  issues,  month  by  month,  for  a  series  iV 
years: 


January.... 
February... 

March 

Anril 

May 

Juhe 

July 

August 

September.. 

October 

November. . 


Total. 
December.. 


Total. 


1913 


fl40,SAri,000 
343,251,700 

lD3,flS5,fJ00 
Hl,fV57,«)0 
1^,44^000 
^^i,  275,  300 

7^,774,000 
|rli><  «Wi  TOO 

^-,--,000 


1,571,725,800 


1912 


1911 


$340,892,900  , 
239,685,200 
170,314,300 
268,097,500 
188,833,800 
299,322,700  ' 

34,575,100 
143,661,000  ; 

61,829,000  ; 
203,805,000 
140,082,000 


$225,1^  J 
215,^5^- 
216. 4}6  • 
170.1-^- 
154.451  *• 

129. 5:i' 
113,  I*i 


2,091,098,500 
162,488,800 


i,e»,(a:r 

10»,4ri5 


2,263,587,300         l,739.tr 


1910 


1909 


1908 


January..., 
February.., 
March...... 

AprU 

May 

June 

July 

August 

September. 
October — 
November. 

Total 
December. 

Total 


$156,064,000 

37^,418,765 
(ia,€7D,H35 
Ifl3*337,000 
131,140,350 
00,301,000 
63, 452, 539 
$2,  451,060 
fifl.n7(i,a00 

in,  m:,  000 


$144,  f.^,  000 
I43,4n,480 
75,226,400 


11" 
1( 

i: 
11.. 

150:  7^000 

i(r   ii,ooo  ' 

7       S5,000 


'M),000 
»,000 
14,000 

J6.100I 
10,900  I 


lH<^i 

lglS.« 

58,  n' 2 


1,401,645,639 
116,626,940 


1,396,751,480 
284,869,200 


5I,Sl>i 


1,518,272,579 


1,681,620,680         1,431,119 
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WHY   month's  authorizations  ABE  LABOEB — BIG  D£CB£ASE  SINCE  JANUARY   1. 

The  total  amount  of  new  securities  authorized  by  the  directors  of  various 
orporatlons  during  November  was  $677,817,200,  against  $282,815,800  In  the 
lorresponding  period  a  year  ago.  According  to  a  dispatch  from  Jefferson  City, 
lie  Public  Service  Commission  of  Missouri  has  granted  permission  to  the  St. 
?aul  road  to  Issue  $470,000,000  In  refunding  bonds  authorized  by  the  directors. 
L'Lls  accounts  for  the  month's  Increase.  However,  the  total  authorizations 
lince  January  1  aggregated  only  $3,168,199,900,  against  $4,206,095,000,  a  de- 
irease  of  $1,037,895,100. 

Authorizations. 


stocks. 

1 
1 

Bonds  and      | 
notes. 

Stocks. 

Bonds  and 
notes. 

1013.             ' 
anuary i     *U^'  STr'i  <(00 

MtrTt  r,ti4  noo  1 

ool 

2              00  1 
100 

1  00 

2  lOO 
1              (00 

■.'■.V      iOO 

:.i,".:    IOO 

iNLf,  i ..IOO 

1912. 
Ja 

1309,916,300 
163,580,200 
161,160,800 
262,223,200 
81,855,000 

$206,976,400 
244,154,000 
164,679,000 
372,865,000 
."{16. 096. 800 

'ebniary ;       ]  Ji,:i7T,<I00 

[arch 1        iHif.  H'4i',rW0 

F<         HAVf 

M    .  ,j     

.pril ,       ■juLi'i'-ZJOO 

iay ,         ^  I,.-.' VI  1,1.100 

A]    .j       

S      :::::::::: 

one 1         3i..'.f^i,.'»0 

uly !         vi,;-i>.,)00 

Jo       

]\}         

176,610,000            243,722,000 
152,479,000  1          300.128.000 

LUgUSt '''*.  1'^li,r)00 

September si.- Ti  ,1)00 

)ctober i,.^:^  1,^)00 

November :7,|si^jOO 

Al        :;S1 

S€     •■ij]l«r 

0(  i...i..Lr 

N.i^-ml,er 

96,332,000 

27,280,000 

243,103,700 

126,796,000 

255,884,000 
25,755,000 
109,488,800 
156,020,800 

Total 1,143,921,000;      2,024,278,300, 

Total 

December 

Total 

1,801,325,200 
356,745,100 

2,404,769,800 
53,392,500 

;               .        ,                        1 

2,158,070,300 

2,458,162,300 

COMPLETE   RETURNS   OF  AUTHORIZATIONS  AND  ISSUES  DURING    MONTH. 


Following  are  the  complete  retams  covering  the  authorizations  and  issues 
luring  the  past  month : 

Railroad  and  traction  bonds^  notes^  and  stock. 

Aathorlted.        Issued. 


BONDS. 

LallrofMl: 

Alabama  Great  Southern 

Chicago,  Jfilwaukee  &  St.  Paul 

Chicago  4c  Western  Indiana 

New  York  Connecting  R.  R 

BufEalo  dc  Susquehanna 

Union  Terminal  Co. ,  Pallas 


Total. 


'ractlon: 

Ephrata  &  Lebanon 

International  Ry.,  Bufhdo 

Nor.  Massachusetts  Street  Ry. 


Salt  Lake  6c  Ogden. 
Union  Street  Ky. 

Total 


MOTES. 

tailroad: 

BufEalo,  Rochester  St  Pittsburgh  ^ 

New  York.  New  Haven  &  Hartford. . . 

St.  Louis  &  San  Francisco 

Wheeling  A  Lake  Erie 


Total. 


fraction: 

E  ighth  Avenue  Railroad . 


I  Equipment  trust  notes* 


s  Receivers'  certificates. 


S2, 600, 000 
470,000,000 


30,000,000 
1,500,000 


504,000,000 


200,000 
2,366,000 


2,000,000 


4,566,000 


45,000,000  I 
M1,000,000 
s  820,000  I 


12,500,000 


4,000,000 
11,000,000 


2,000,000 


19,500,000 


200,000 


255,000 
200,000 


655.000 


1,006,000 
46,000,000 


56,820,000  '       46,006,000 


»  750,000  !.... 
*  Certificates. 
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Kailroad  and  traction  bonds,  nates,  and  stock — Continued. 


Authorised.  ,     Iiso*! 

artocK, 
Railroad: 

MinxMapoltff  Terminal 

$500,000  ' 

*       t 

Traction: 

Illinois  Traction  

5,000,000  - 

250,000  '         IBM 

Keokuk  (Iowa)  Electric 

Ohio  Traction  Co 

300,000  !          9Qi,i 

Puget  Sound  Traction 

2,686,200  i ^ 

350,000             3%M 

West  End  Street  Ry.  (Boston) 

Total 

8,586,200             flti 

Puhlic-utilUy,  manufacturing,  and  miscellaneous  bonds,  notes,  and  stoda. 


PubUc  utility: 

(Central  District  Telephone. 
Oklahoma  Natural  (ias. 


Pennsylvania,  New  York  &  New  Jersey  Power  Co  . 
Wniapa  Electric  Co 


Total. 


Miscellaneous: 

Bailey  Co 

Union  Lumber  O). 


Total. 


PubUc  utility: 

Consumers'  Power  Co ... , 
Spring  Valley  Water  Co. 


Total. 


Miscellaneous: 

Symington  (T.  H.)  Co. 


Public  utility: 

American  Gas  &  Electric 

Central  District  Telephone 

Central  Illinois  Public  Service.. 

Commonwealth  Edison  Co 

Illinois  Public  Service  Co. 


Pennsylvania.  New  York  &  New  Jersey  Power  Co . 
Southern  Calllomia  Edison  Co 


Total- 


Manufacturing  (textiles): 

Beacon  Manufacturing  Co 

Dartmouth  Manuliicturtng  O). , 

JudsonMIU 

Union  Mills  (Inc.) 


Total 

ManuftKsturing  (miscallaneous): 

Hood  Rubber  Co.. 

Eehoe  Stenograph  Co 

Mcintosh  A  Seymour 

Sherwin-Williams  Co 

Union  (Carbide  Co 


Total. 


Authorized. 


$25,000,000  * 

3,000,000  ' 

25,000,000  ! 


300,000 


500,000 
10,000,000 
4,000,000 


4,000,000 
4,505,000 


JKQti 


58,000,000         3,m« 


m* 


23,095,000  «.«»* 


Digitized  by  VjOOQ IC 


FIVE  PER   CENT   CASES.  961 

Con  ANT  I2XHIBTT  No.  2. 

Translation   of  article   by   M.    Clement    CoNon   conselller   d'etat,  formerly    director   of 

railways  in   the  French   ministry  of  public  works,   professor  of  political   economy  In 

the  Ecole  Kationale  des  Fonts  et  Chaussees,  of  Paris,  etc.  Revue  Politique  et 
Parlementalre.  Aujr.  10,  1913.] 

HE   MOVEMENT  OF  PRICES  AND  INCREASES  IN  RAILWAY  RATES. 

Among  the  economic  phenomena  which  have  characterized  the  last  few  years 
jw  have  been  more  marked  than  the  general  Increase  in  prices.  This  Increase 
t  first  influenced  the  railway  situation  only  by  the  Increase  which  It  brought 
M)ut  in  railway  expenses.  It  is  now  commencing  to  bring  about  rate  increases 
1  ft  fairly  large  number  of  railway  systems.  In  view  of  the  rapid  and  con- 
nuous  decline  In  transportation  rates,  which  has  been  one  of  the  principal 
ictors  of  economic  progress  for  a  century,  this  fact  certainly  merits  attention. 

When  price  variations  are  spoken  of  by  the  public  at  large  comment  nearly 
[ways  centers  around  changes  brought  about  through  retail  sales.  Economists 
ho  endeavor  to  measure  these  variations  with  exactness  generally  take  for  the 
[irpose  the  average  prices  of  the  principal  agricultural  or  industrial  products 
5  registered  upon  the  exchanges  where  they  are  sold  in  bulk.  These  averages 
ley  call  **  index  numbers."  In  most  cases  they  are  interested  only  in  transac-. 
ons  Involving  material  goods,  which  constitute,  however,  perhaps  only  60  per 
mt  of  all  current  trnnsactions.  The  prices  taken  into  account  by  them  do  not 
3  a  matter  of  fact  cover  either  wages  or  rents  or  transportation  rates.  Ty> 
at  an  exact  Idea  of  whnt  a  given  sum  of  money  represents  at  different  periods 

would  be  necessary  to  take  account  of  both  wholesale  and  retail  prices  of 
number  of  products,  such  as  services  rendered  by  diflferent  categories  of  labor, 
Y  landlords  who  lease  their  property,  by  transportation  agenciea  etc.  This 
ould  be  a  considerable  task  and  one  which  we  believe  has  never  been  attempted 
9  a  whole. 

Yet  studies  made  with  respect  t6  each  price  category  taken  by  itself,  accord- 
ig  as  they  measure  the  general  movement,  permit  at  least  an  appreciation  of 
s  significance  and  importance.  To  be  sure,  this  movement  Is  not  manifested 
)  the  same  degree  In  different  kinds  of  transactions  or  in  different  countries 
hose  markets  are  separated  by  more  or  less  obstructive  customs  barriers.  A 
inerally  characteristic  gait  Is,  however,  maintained. 

Disregarding  oscillations  resulting  from  alternating  periods  of  prosperity 
nd  depression,  there  was  till  recently  a  general  and  rapid  decline  in  the 
rices  of  industrial  products,  resulting  from  technical  progress.  Agricultural 
roducts,  on  the  other  hand.  Increased  constantly  in  price  in  western  Europe 
ntil  about  1875-1880  as  a  result  of  Increasing  density  of  population  within 

limited  area.  But  about  this  time  the  tremendous  decline  in  transportation 
ites  that  resulted  from  extensions  of  railway  and  steamship  lines  permitted 
Ider  settled  regions  to  draw  a  portion  of  their  necessary  subsistence  from 
^arcely  settled  territory  in  the  New  World;  the  rapid  fall  in  agricultural 
pices  which  took  place  toward  the  end  of  the  nineteenth  century  results  in 
n  agricultural  crisis.  Both  the  increase  of  population  in  the  New  World 
ad  In  the  Old  and  the  increase  in  consumption  due  to  increased  wages  have 
rought  about  a  new  movement  of  rising  prices  during  the  past  15  years. 

If  one  seeks  to  measure  the  general  movement  of  wholesale  prices  by  that  of 
le  customs  values  of  French  imports  and  exports,  an  increase  of  about  20  per 
mt  from  1847  (the  date  of  the  first  valuation)  to  1860-1865  will  be  observed, 
)llowed  by  a  gradual  decrease  of  about  40  per  cent  from  the  latter  period  down 
)  1896-1897.  Then  the  movement  again  reversed  Itself  and  the  increase  which 
as  resulted  Is  actually  about  20  per  cent  over  the  prices  of  15  years  ago.  It 
lUst  not  be  forgotten  that  the  present  moment  probably  marks  the  culminating 
alnt  of  a  period  of  business  expansion  which  will  undoubtedly  be  followed  by  a 
irtain  t«nporary  reaction. 

Retail  prices  have  not  followed  exactly  the  trend  we  have  just  described, 
ecause  the  gap  between  them  and  wholesale  prices  naturally  goes  on  increasing 
I  the  degree  to  which  wages  and  business  rentals  In  congested  centers  continue 
)  rise.  Disregarding  products  of  exceptional  quality,  the  prices  of  which 
icrease  continuously  with  the  increased  number  of  fairly  rich  families  who 
se  them,  the  following  variations  In  current  prices  may  be  noted :  ^ 

The  cost  of  furniture  and  of  clothing  declined  constantly  until  about  1896-07, 
ut  has  risen  a  little  since  that  time.  As  to  articles  of  food,  the  increase  was 
ery  marked  up  to  1886.  while  the  period  since  1880  Is  divided  into  two  equal  ■ 
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parts,  the  first  of  which  Is  characterized  by  a  notable  decrease  and  the 

by  an  increase  which,  contrary  to  general  belief,  has  not  yet  brou^t  price  z 

to  the  level  reached  some  30  years  ago. 

Wages»  on  the  other  hand,  have  constantly  increased.  The  increase,  ratif 
slow  up  to  1860,  was  extremely  rapid  both  in  agriculture  and  in  Indnstzy  ^ 
tweeu  that  date  and  the  agricultural  crisis.  It  slacised  considerably  in  tfr 
country  districts  and  to  a  slight  extent  in  the  industrial  centers  30  years  ta 
During  the  past  15  years,  however,  it  has  resumed  an  accelerated  progrefr- 
first  in  the  towns,  then  in  the  rural  districts.  One  may  sum  up  tlie  chaii^ 
living  conditions  of  laborers  during  two  intervals,  30  years  apart,  by  foUowIt: 
a  study  of  the  French  statistical  office,  prepared  with  the  care  and  acumen  da: 
acteristic  of  all  the  labors  of  its  director,  M.  Lucien  March.  The  resnlts  of  tfc 
study  are  shown  by  the  following  relative  figures  (calculated  by  assuming  i 
corresponding  figures  of  the  year  1900  as  equivalent  to  100) : 


Wages 

Cost  of  living  (uniform  throughout). . 
Purchasing  power  of  wages 


1S50 


51 


18» 


82  11 

85.5        UO  If 

59.5  74.5  :       > 


The  underlying  statistics  for  this  table  were  drawn  especially  from  ^ 
cities,  and  notably  from  Paris,  but  the  results  may  well  be  extended  to  cp^ 
the  country,  at  least  for  the  three  dates  considered.  It  was  only  for  a  porfe: 
of  the  years  between  1880  and  1910  that  the  agricultural  crisis  seems  to  la^ 
stood  in  the  way  of  actual  parallelism  of  movement  in  city  and  country. 

It  should  be  remarked  in  passing  that  the  advance  in  wages  prodnccd  so^ 
by  the  play  of  economic  forces,  notably  technical  progress  and  the  accumulat}'! 
of  capital,  was  more  rapid  from  1850  to  1880  than  from  1880  to  1910.  Statist^ 
confirm  what  a  study  of  the  mechanism  of  prices  teaches,  contrary  to  aliut* 
universal  opinion,  that  the  organized-labor  movement  (infinitely  more  powerfe 
in  the  second  of  the  30-year  periods  considered  above)  Is  powerless  to  acct'^ 
rate  the  advance  In  wages.  We  even  believe  that  in  France  It  had  tbe  rev«« 
effect  during  the  last  few  years,  by  disseminating  ideas  among  the  wortis 
classes  that  have  considerably  reduced  the  labor  output.  The  result  is  tt: 
the  net  cost  to  the  employer  of  a  given  piece  of  work  has  increased  in  recer 
years  to  a  much  greater  extent  than  is  Indicated  by  statistics  of  increases  t 
hourly  or  dally  wages.  This  net  cost  would  no  doubt  be  less,  the  cost  of  U^ 
would  also  be  less,  the  gain  to  the  workman  would  be  considerably  incresfsi 
and  his  purchasing  power  would  be  very  much  greater  if  the  slackening  fi 
endeavor  which  has  so  much  diminished  the  productivity  of  his  work  w»«  Ja^ 
accentuated.  As  a  matter  of  fact,  in  view  of  the  attitude  of  labor,  the  peccdir 
mental  influence  of  the  labor  unions  is  felt  principally  with  regard  to  tk 
productivity  of  labor,  while  wages  depending  on  supply  and  demand  esci? 
their  action  whenever  advances  are  sought  which  the  state  of  the  market «' 
the  moment  does  not  justify. 

In  the  cities  rents  also  have  notably  Increased.  It  Is  true  that  the  cost  ^ 
local  transportation  has  considerably  decreased  at  tbe  same  time  that  tbe  etf 
of  long-distance  travel  has  been  decreasing,  and  also,  except  very  recently,  * 
cost  of  freight  transportation. 

The  foregoing  conclusions  are  based  upon  French  statistics,  hot  with  xtn 
slight  differences  ns  to  dates  and  as  to  the  sweep  of  the  movement  the  get 
eral  trend  Is  the  same  for  all  Europe  and  even  to-day  for  America.  It  can  ^ 
summed  up  by  saying  that  the  level  of  prices,  including  wages,  presems  i 
marked  rise  during  the  i)ast  century.  Moreover,  this  general  movemait,  after 
having  undergone  a  considerable  slackening  In  the  last  quarter  of  the  bIv 
teenth  century,  and  especially  from  1882  to  1897,  has  been  notably  emi^iasise^ 
since  then.  Especially  true  of  this  latter  period  is  the  fact  that  the  inctw* 
has  become  almost  universal  in  character.  Technical  progress  may  continoe  t. 
reduce  the  net  cost  of  many  Industrial  and  agricultural  products,  but  * 
margin  Is  no  longer  large  enough  to  neutralize  either  the  Increased  cost  sBi 
efflk3lency  of  manual  labor  or  the  Increased  demand  due  to  the  improved  c«ofr 
tion  of  the  working  classes. 

We  shall  not  Inquire  here  Into  the  causes  of  this  general  rise  in  prices.  I' 
may  be  remarked,  however,  that  if  the  increase  or  decrease  in  the  relative  vmlv 
of  products  or  of  different  services  results  necessarily  from  canses  whidi  ^ 
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peculiar  to  each,  a  movement  which  bears  at  the  same  time  on  practically  all 
Tices  can  hardly  be  explained  except  as  the  result  of  monetary  causes.  The 
Qore  so  that  these  causes  at  the  present  time  are  obvious.  The  increase  in 
production  of  gold,  added  to  the  development  of  methods  of  payment  without 
lie  use  of  money  (notes,  checks,  book  transfers,  etc),  appears  for  a  long  time 
o  have  proceeded  faster  than  that  of  the  need  for  money.  Although  very  much 
ncreased  by  the  working  of  the  Siberian  deposits,  the  production  of  gold  did 
lot  average  200  millions  of  francs  annually  from  1840  to  1850.  Carried  by 
lie  exploitation  of  California  and  Australia  to  an  axmual  average  of  673  mil- 
Ions  between  1851  and  1870,  the  average  fell  back  to  672  millions  between  1871 
ind  1890,  but  since  that  time  the  Transvaal  mines  have  increased  it  to  such  an 
ixtent  that  it  reached  1,089  millions  between  1891  and  1900,  1,959  millions  be- 
ween  1901  and  1910,  and  finally  amounted  to  2,423  millions  for  the  year  1911. 
Ln  equal  increase  in  instruments  of  exchange  must  necessarily  have  resulted 
n  a  diminution  of  the  purchasing  power  of  money;  that  is,  an  increase  of 
general  prices. 

If  the  production  of  gold  continues  to  increase,  there  is  no  reason  to  doubt 
liat  our  descendants  will  assist  at  a  phenomenon  analagous  to  that  general 
ncrease  during  the  sixteenth  century,  which  was  the  consequence  of  the  enor- 
Dous  influx  of  precious  metals  resulting  from  the  discovery  of  America,  and 
vbich  raised  prices  threefold  according  to  some  writers  and  fivefold  according 
o  others.  The  existence  at  the  present  time  of  a  larger  stock  of  gold  Uian  four 
centuries  ago,  the  colossal  development  of  business  transactions,  the  demonetiza- 
Ion  of  silver  and  the  diffusion  of  gold  in  the  Far  East,  serve  actually  to  reduce 
lie  importance  of  the  movement  to-day,  and  without  doubt  will  continue  to  do 
K>  in  the  near  future..  Its  .effects  are  none  the  less  already  f^t,  and  may  be 
jven  more  strongly  felt  in  the  future. 

But  there  exists  one  industry,  the  railway  industry,  whose  selling  prices  do 
lot,  by  the  sole  interplay  of  supply  and  demand,  follow  the  general  rising  mov^ 
nent  under  which  it  pays  increased  prices  for  all  the  things  which  it  buys, 
lotably  the  wages  of  its  employees.  Railway  service  is  a  public  service  which 
>ractically  can  be  organized  only  by  the  State,  or  by  grantees  selected  for  the 
>urpose.  Railway  operation  has  the  character  of  a  monopoly,  and  when  a 
country  ^ideavors  to  establish  competition  the  only  result  is  to  divide  the  bene- 
its  of  the  monopoly  between  several  enterpriser  As  a  result,  transportation 
rates  can  not  be  left  to  free  action;  they  must  result  from  tariffs  established 
>y  the  Government  or  under  its  control.  Even  in  Anglo-Saxon  countries  the 
state,  which  has  proceeded  upon  a  wholly  different  conception,  does  not  now 
illow  the  railways  the  same  freedom  of  action  accorded  to  them  at  the  begin- 
ilng,  a  freedom  which  has  resulted  in  a  control  always  arbitrary  In  character, 
although  not  as  with  us  contractually  defined. 

Under  these  conditions  an  increase  in  rates,  even  when  it  is  imposed  by 
economic  circumstances,  always  has  the  appearance  of  a  unilateral  and  forcible 
ict  This  act  is  the  more  ill  received  by  public  opinion  the  more  it  has  become 
accustomed  to  seeing  tariffs  go  almost  constantly  down  in  a  movement  which 
technical  progress  and  the  elasticity  of  traffic  have  rendered  nearly  universal. 
States  have  only  rarely  authorized  increased  tariffs  on  railways  under  their 
control,  and  when  they  have  substituted  Government  operation  for  operation 
jnder  concession  they  have  generally  sought  to  render  the  new  regime  popular 
3y  rate  reductions.  Both  in  England,  where  the  railways  desired  to  compen- 
i^te  themselves  by  means  of  lessening  former  reductions  which  had  become 
>bsolete  at  certain  points  for  the  new  reductions  imposed  upon  them  at  other 
;)oints  to  diminish  rate  inequalities,  and  in  the  United  States,  where  the  cordial 
relations  eventually  established  between  different  railway  systems  permitted 
the  suppression  of  abnormal  reductions  brought  about  by  previous  competition 
>yer  certain  routes,  laws  have  intervened  to  give  quasi-Judicial  authorities 
power  to  oppose  such  increase.  The  freedom  of  action  of  the  railway  com- 
^nies  and  the  mobility  of  their  tariffs,  which  has  so  powerfully  contributed  to 
the  economic  development  of  the  American  Continent  by  facilitating  rapid 
railway  growth,  are  no  longer  tolerated  in  the  United  States,  since  the  need  for 
new  railways  is  less  vividly  felt  than  the  need  of  equality  in  the  treatment 
accorded  competing  producers.  Increases  in  rates,  always  more  rare  than  de- 
:;reases,  have  for  a  long  time  been  extremely  exceptional  almost  everywhere, 
and  have  become  rare  even  in  America  during  later  yeara 

But  rapid  increases  in  operating  and  construction  expenses  have  come  se- 
riously to  modify  the  situation  in  a  number  of  countries.  It  was  at  the  very 
crisis  which  followed  the  height  of  prosperity  in  1906  and  1907  that  the  effect 
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of  this  increase  was  most  severely  felt.  As  we  have  frequ«itly  stated  in  theft 
pages,  the  movement  of  expenses  always  follows  that  of  receipts,  bat  tt  i 
slower  gait;  traffic  progresses  by  spurts,  the  most  recent  of  wbich  have  b« 
somewhat  In  advance  of  the  date  set  for  them  under  the  periodical  altematbc 
at  approximately  10-year  Intervals  of  industrial  prosperity  and  depreasloo.  k 
the  beginning  of  these  spurts  the  railroads  meet  the  situation  as  best  they  cai 
with  the  facilities  at  hand,  and  it  is  only  when  they  have  ascertained  wbeft 
for  what  classes  of  traffic,  and  under  what  conditions  the  needs  exist  that  th^ 
undertake  the  necessary  and  costly  Improvements  of  their  operating:  fadlitki 
Then  when  the  slackening  of  traffic  renders  it  more  difficult  to  provide  for  tbe 
new  expenses  they  endeavor  to  retrench.  This  is  what  occurred  in  all  couotrfe 
when  the  crisis  of  1907-1908  seriously  affected  the  financial  status  of  most  of 
the  railway  systems.  But  the  results  of  the  measures  adopted  to  realae 
economies  were  nullified  when  business  again  became  active  after  a  fksi 
period  of  slackening  by  the  general  increase  in  prices.  This  increase  is  w 
doubt  in  part  temporary  with  regard  to  coal  and  metals,  but  will  probably  \x 
permanent  with  regard  to  wages ;  and  the  expenses  brought  about  by  the  t!h 
crease  have  been  aggravated  by  the  necessity  of  ofl^setting  reduction  In  Ub« 
output  by  means  of  added  facilities.  It  was  under  these  conditions  that  th^ 
idea  of  raising  rates  gained  ground  and  has  been  applied  in  a  number  <^- 
countries. 

It  has  not  been  necessary  to  refer  to  Germany,  where,  as  we  have  frequ«it^ 
shown  in  these  pages,  abundance  of  traffic,  added  to  exceptionally  advantagef^ 
conditions  resulting  from  the  configuration  of  the  country  and  from  regulatiocs 
very  favorable  to  the  railways,  assured  excellent  results,  even  with  a  relatlvtif 
expensive  system  of  operation.  After  the  enormous  falling  off  in  net  revenue  'z 
1908,  a  serious  effort  was  made  to  reduce  expenses:  since  then  the  recovery  cf 
traffic  has  been  sufficiently  strong  to  secure  for  the  capital  Invested  a  grwte 
return  in  1911  than  the  maximum  realized  in  1906,  although  capital  had  grow: 
3i  billions  In  the  interval.  Meanwhile,  in  the  smaller  German  States,  wber? 
the  railways  are  less  prosperous  than  In  Prussia,  the  question  of  raising  raw 
has  been  agitated  at  different  times.  Wurttemberg  soon  after  the  nnlflcation  <^ 
tariffs  throughout  the  Empire,  in  1907,  increased  the  price  of  fonrth-ck* 
tickets  in  1909  from  2.5  centimes  to  2.875  centimes  per  kilometer.  The  Pit* 
slan  Government  withdrew  the  export  tariffs  on  coal,  but  this  was  apparent^ 
less  to  augment  receipts  from  coal  traffic  than  to  reserve  that  commodity  feT 
national  industry.  With  regard  to  internal  traffic  the  Government  content*^ 
itself  with  forcing  the  public  to  pay  for  the  routing  of  freight  shipmwits  orr 
longer  but  less  congested  lines.  As  to  the  stamp  tax  on  bills  of  lading  m^ 
passenger  tickets,  which,  established  by  the  Empire,  was  levied  for  passes^ 
at  a  progressively  higher  rate  according  to  class  of  accommodation,  this  cao«! 
much  disappointment  since  passengers  simply  shifted  to  the  lower  classes.  «ai 
the  measure  has  had  the  character  of  a  general  tax  rather  than  an  increase  ^ 
rates,  so  that  tlie  railway  administration  of  the  several  German  States  ba^ 
suffered  rather  than  profited  by  it. 

In  England,  as  we  have  shown  (May  number.  1913),  successive  lnterv€eti«»* 
by  the  Government  at  the  time  ot  the  threatened  strikes  of  1907,  and  afterwar* 
at  the  time  of  the  strike  of  1911,  caused  the  companies  to  make  concession?  r 
their  employees  in  consideration  of  the  promise  that  legal  facilities  would  ^ 
afforded  them  for  two  classes  of  relief  measures :  First,  the  consunmiation  rf 
agreements  or  consolidations  that  would  permit  reductions  in  expenses  tf 
suppressing  existing  competition  on  many  lines,  not  as  to  prices  (in  this  m^- 
there  has  been  an  understanding  for  a  long  time  among  the  railways),  but  a? ^ 
the  facilities  offered  to  the  public.  Second,  increases  in  freight  rates.  A  b^- 
presented  In  1912  which  covered  these  two  points,  and  at  the  same  time  impost 
various  new  obligations  upon  the  railway  companies,  did  not  pass.  1* 
Gk)vemment,  called  upon  to  fulfill  its  part  of  the  agreement  at  last  carried  '- 
bill  through  both  chambers  which  consisted  merely  of  a  brief  amendm^it  to  tie 
act  of  1894,  by  virtue  of  which  the  railway  and  canal  commission  was  empcm- 
ered  to  oppose  all  unjustifiable  increases  of  freight  rates.  This  amendnwtf 
which  took  effect  in  March.  1913,  declared  that  an  increase  would  be  dees** 
Justifiable  when  it  should  be  established  that  its  object  was  to  meet  * 
additional  expense  of  handling  goods  resulting  from  increases  in  wages^aaf 
improvements  In  working  conditions  since  August  19,  1911  (date  of  the  strike'' 

Already,  in  January,  1912,  the  railways  had  put  into  effect  certain  incretff* 
in  passenger  rates,  to  which  the  restrictive  measures  of  1894  did  not  ApftJ 
these   very    moderate   increases   affected   only   certain   ^cceptional    passeosr? 
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riffs.  Utilizing  the  new  privilege  granted  them  in  regard  to  freight  rates, 
ley  put  Into  effect  on  July  1,  1913.  increases  equivalent  to  a  general  surcharge 
'  4  per  cent  on  all  traffic.  It  is  natural  that  the  customers  of  an  industry 
Lus  suffer  the  consequences  of  its  increased  net  cost ;  this  is  only  what  occurs 

all  unregulated  industries,  whether  the  increase  results  from  the  intervention 
'  public  authority,  so  frequent  nowadays  in  the  matter  of  labor,  or  whether 

proceeds  from  natural  price  variations.  So  far  as  the  railways  are  concerned 
le  British  Government  has  kept  Its  promise  by  refraining  from  interposing 
gal  obstacles  which  would  have  rendered  them  victims  of  the  pressure  brought 
K)n  them  on  behalf  of  their  employees.  As  to  the  agreements  between  differ- 
it  railways  for  the  purpose  of  reducing  expenses,  the  indefiniteness  of  the 
-w  has  allowed  them  in  most  cases  to  consummate  these  agreements  without 
le  necessity  of  new  legislation. 

In  Italy,  as  In  England,  betterments  of  the  conditions  of  the  laboring  force 
we  necessitated  increases  in  ratea  The  old  leasing  system,  which  was 
ided  In  1905,  did  not  sufficiently  permit  the  railways  to  provide  the  means  for 
scessary  increases  in  equipment  and  thus  made  it  impossible  for  them  to 
^spond  to  traffic  needs.  Direct  operation  by  the  GJovemment,  under  the 
ipable  and  energetic  management  of  M.  Bianchl  and  a  fairly  independent 
Iministration,  has  notably  improved  the  service.  But  expenses  have  gone 
p  considerably,  for  the  most  part  as  the  result  of  legislation  enacted  by 
arliament,  under  pressure  from  railway  employees,  providing  for  increased 
ites  of  pay.  The  latest  of  such  laws,  enacted  April  13,  1911,  provided  that 
irt  of  the  new  charges  should  be  taken  care  of  by  means  of  an  increase  in  the 
rice  of  term  tickets  and  of  special  tickets  Issued  at  unusually  low  rates. 
bese  increases  have  produced  6  millions,  perhaps  a  little  over  3  per  cent  of 
»tal  passenger  receipts.  At  the  same  time  there  has  been  authorized  an 
Lcrease  in  accessory  charges  on  freight  amounting  in  the  aggregate  to  3  mil- 
ons,  perhaps  a  little  over  1  per  cent  of  the  receipts  from  ordinary  freight. 
his  increase  has  for  its  object  the  creation  of  a  reserve  of  4,000  cars  for  the 
'ansportation  of  agricultural  products. 

In  Switzerland  a  law  passed  June  23,  1910,  improved  the  conditions  of  rail- 
ay  labor  to  a  very  marked  degree:  Its  application  will  add  about  14  millions 
»  a  wage  aggregate  amounting  to  60  millions  In  1910.  Inasmuch  as  the  wage 
icreases  provided  for  are  often  automatic  It  is  fair  to  ask  whether  the  service 
111  be  Improved  along  with  the  condition  of  the  employees.  On  the  other 
and,  the  Government  railway  administration  has  put  Into  effect  Increases 
inning  from  9  to  12^  per  cent  on  certain  forms  of  season  tickets  very  much 
sed  In  that  country.  Other  Increases  have  been  proposed  applying  to  round- 
•ip  tickets,  but  these  the  Federal  Government  has  not  ventured  to  adopt. 

In  Belgium  the  State  has  for  several  years  been  endeavoring  to  offset  the 
icrease  In  expenses,  brought  about  through  increases  in  railway  wages,  by 
icreases  in  rates.  The  stamp  tax  (droit  d'enregistrement),  which  In  France 
I  but  10  centimes,  has  been  raised  from  20  to  50  centimes.  Measures  have 
een  taken  to  prevent  such  combining  of  shipments  as  permit  the  economical 
-ansportatlon  of  small  consignments.  Finally,  after  a  long  series  of  struggles 
Dd  one  first  Ineffectual  attempt,  increases  of  50  centimes  per  ton  have  been 
D posed  upon  short-haul  shipments  of  all  coals. 

In  Denmark  the  net  revenue  of  the  State  system  declined  from  6,300  francs 
BT  kilometer  in  1905-6  to  less  than  2,100  francs  in  1909-10.  the  gross  revenue 
Blng  more  than  31,000  francs  per  kilometer.  The  public  authorities  took  steps 
>ward  putting  Into  effect,  on  the  Ist  of  December,  1911,  new  tariffs  which 
ould  Increase  total  revenues  about  9  per  cent. 

In  Russia  ordinary  freight  rates  on  a  large  number  of  manufactured  products 
-ere  considerably  raised  In  1910.  Some  Increases  were  also  made  with  respect 
>  passenger  rates.  But  on  account  of  the  poverty  of  the  population,  these  latter 
icreases  brought  about  a  reduction  of  passenger  traffic  and  a  shifting  from 
igber  to  lower  classes,  which  has  forced  a  partial  abandonment  of  the  scheme. 

It  is  especially  in  Austria  and  In  Hungary  that  a  considerable  sustained  effort 
as  be^  made.  In  Austria  the  State  system,  considerably  enlarged  by  the  policy 
f  purchase  of  railway  lines  which  has  led  to  the  gradual  disappearance  of  all 
le  private  systems  with  the  sole  exception  of  the  Stldbahn,  has  been  far  from 
Firning  the  interest  on  its.  capital.  For  a  long  time  the  Government  has  been 
^king  to  Increase  revenues  by  means  of  rate  Increases.  Some  years  ago  sta- 
lon  charges  had  been  considerably  Increased.  A  general  reform  was  instituted 
1  1910,  applying  both  to  freight  and  passenger  tariffs,  by  means  of  which  rev- 
noes  were  increased  10  millions  the  first  year  and  87  millions  In  later  years. 
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But  the  results  were  seriously  disappointing,  and  in  1911  and  1912  new  ut 
important  increases  were  effected  bearing  partly  upon  certain  special  dftsn 
of  goods  (cement,  lumber,  alcohol,  petroleum,  coal,  sugar)  and  partly  (m  we 
chandise  of  all  classes  in  carload  lots. 

In  Hungary  still  more  radical  measures  were  adopted.  In  1909  the  net  if^ 
enue  of  the  State  system  was  45  millions  less  than  the  capital  charges.  Doria 
3910  and  1911  rates  on  a  majority  of  commodities  were  sensibly  Incretsed 
The  results,  though  satisfactory,  remain  still  insufficient,  and  on  March  1,  ISH 
normal  fast-freight  rates  were  uniformly  raised  7  per  cent,  exceptional  fa? 
freight  rates  5  per  cent,  and  all  ordinary  freight  rates  also  5  per  c^it.  Flnil' 
the  celebrated  zone  tariflfe  for  passengers,  which  had  formerly  been  extolled  as. 
great  step  forward,  were  completely  abandoned. 

This  zone  system,  established  in  1889,  was  destined  in  part  to  develop  kei 
passenger  traffic  and  in  part  to  bring  the  capital  of  Budapest  and  the  fartbe^^ 
parts  of  the  kingdom  into  closer  relations.  At  the  beginning  there  were  2  xosa 
for  local  passenger  traffic  and  12  zones  for  Journeys  of  from  25  to  225  kilomette 
(each  carrying  a  uniform  rate  for  all  the  points  within  a  fairly  wide  arefi,t^ 
rates  increasing  at  successive  steps  either  of  15  or  25  kilometers).  Flni^ 
there  was  a  single  zone  with  a  uniform  fare  for  all  journeys  over  225  t^ 
meters,  even  up  to  800  kilometer  &  However,  there  was  a  necessary  break  in  i 
journeys  by  way  of  Budapest  This  tariff  produced  a  species  of  traffic  not  tte 
existent,  over  very  short  and  very  long  distances.  From  1888  to  1894  the  Sa> 
railways  and  the  Austro-Hungarlan  Co.*s  lines,  purchased  by  the  State  in  W 
increased  their  traffic  in  the  following  proportions : 


Per  cent  of 


Local  zones... 
Zones  2  to  12.. 
Zones  13  to  15. 


Passcngecs.: 

40 
246  > 


But  when  the  long-distance  travel,  hardly  existent  before,  had  devdoped* 
seriously  as  this  it  did  not  take  long  to  ascertain  that  the  receipts  from  sort 
travel  did  not  cover  the  corresponding  expenses.  In  1896  and  1903  the  loo 
tariff  was  altered  and  two  new  zones  created,  one  of  75  and  one  of  100  kfe* 
meters,  so  as  to  establish  a  complete  uniformity  of  rates  only  beyond  400  \^ 
meters.  Experience  shows  that  these  increases  have  had  no  effect  on  ^ 
growth  of  traffic. 

Under  these  conditions  passenger  traffic  barely  made  expenses,  but  did  &' 
contribute,  so  to  speak,  to  net  revenue.  On  the  1st  of  July,  1912,  the  s» 
system  of  tariffs  was  abolished.  Rates  are  now  (with  a  few  exceptions)  t 
creased  at  5-kilometer  intervals  for  trips  under  30  kilometers,  and  it  l- 
kilometer  Intervals  thereafter,  the  per  kilometer  rate  rapidly  decreasing  abp* 
250  kilometers.  The  Increased  revenues  resulting  from  this  new  classtfic&tix 
amount  to  about  10,000,000  francs,  or  about  18  per  cent  of  former  passeW 
receipts. 

It  is  clear  that  the  once  generally  accepted  idea  that  railway  rates  Bff 
always  continue  to  decline  is  contrary  to  the  facts.  In  France  public  oplai^ 
still  refuses  to  admit  that  rates  can  ever  be  increased.  However,  the  open-' 
Ing  results,  which  we  analyze  each  year  in  the  May  number  of  this  re«i« 
lead  us  to  fear  that,  as  in  so  many  other  countries,  we  shall  be  obliged  to  W^ 
higher  rates  some  day.  B^om  1906  to  1912  the  revmiues  of  the  rallwsj* 
dMnteret  general  increased  in  round  numbers  about  850  millions,  while  open' 
ing  expenses  increased  400  millions  and  the  capital  invested  had  incra^ 
about  2  billions.  Of  this  increase  in  expenses,  the  follies  that  have  secee 
panied  the  purchase  by  the  State  of  the  Western  Railway  are  perhaps  nBf» 
Bible  for  50  millions,  adding  that  much  to  the  normal  increase  in  expaafi 
which  the  Government-operated  systems  must  suffer  as  well  as  the  pdrt^ 
systems.  Even  after  deducting  these  50  millions  it  is  clear  that  the  hxn^ 
in  expenses  entirely  absorbed  the  total  increase  of  revenue  The  operttttf 
ratio  in  1906  was  about  52  per  cent.  The  length  of  the  new  and  slightly  fp^ 
ductlve  lines  put  into  operation  in  the  interval,  upcm  which  this  ratio  is 
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larily  higher  than  on  the  older  lines  of  dense  traffic,  is  hardly  more  than  1,000 
kilometers.  On  the  other  hand,  the  additional  traffic  of  the  older  lines  would 
lot  by  a  wide  margin  have  brought  an  Increase  In  expenses  proportionate  to 
:liat  of  revenues  had  not  the  net  cost  of  transportation  grown.  On  the  whole^ 
in  increase  In  expenses  equivalent  to  half  the  increase  In  revenues  would  have 
>een  the  expected  thing  had  not  the  conditions  of  operation  been  seriously 
changed. 

Among  the  changes  of  this  period  are  those  which  represent  real  Improve- 
nents,  both  as  to  the  speed  and  the  number  of  trains.  Improved  car  accommoda- 
dons,  and  so  forth.  But  the  expenditures  imdertalsen  by  the  railway  manage- 
ments on  this  score  have  not  greatly  exceeded  the  economies  brought  about 
li rough  technical  progress — the  use  of  more  powerful  locomotives,  permitting 
in  Increase  In  average  tralnload ;  the  development  of  classifications  based  upon 
velght  etc.  The  enormous  gap  between  the  results  actually  attained  and  those 
reasonably  exx)ected  from  the  development  of  traffic  is  due  chiefly  to  the  general 
ncrease  of  prices,  and  especially  of  wages. 

But  the  intervention  of  public  authority  has  considerably  contributed  to  the 
ncrease.  We  have  often  spoken  of  the  special  legislation  which  assures  rail- 
way employees  better  pensions  even  than  those  granted  to  State  employees 
liemselves,  and  Incomparably  better  than  those  provided  under  ordinary  legis- 
ation  for  workmen  in  general,  without  even  that  oontrlbutiop  from  the  budget 
vliich  is  granted  to  other  workers.  This  special  act  increased  expenses  of 
operation  from  25  to  30  millions  a  year,  which  would  have  been  infinitely  better 
Muployed  in  the  amelioration  of  wages,  to  say  nothing  of  8  millions  carried  in 
912  to  capital  account  on  behalf  of  employees  pensioned  during  that  year,  nor 
►f  Its  retroactive  provisions,  nor  of  the  slowly  decreasing  amoimts  it  will  add 
o  the  expenses  of  future  years.  The  labor  regulations  imposed  upon  the  rail- 
vrays  have  also  added  new  expenditures  over  and  above  those  brought  about 
►y  such  increases  in  force  as  have  been  necessitated  by  the  general  movement 
ending  toward  greater  Idsure  for  laborers. 

The  law  of  1905  regarding  the  liability  of  carriers  has  further  added  to  rail- 
way expenses,  by  means  of  payments  for  damage,  to  the  extent  of  15  millions 
L  year.  While  nullifying  the  contractual  clause  which  combined  the  privilege 
rf  lower  rates  with  a  lessening  of  the  carrier's  liability,  the  law  has  very  much 
■educed  the  number  of  cases  in  which  the  court  of  cassation  can  exert  a  control 
►ver  the  decisions  of  Judges  of  fact  of  the  lower  courta  However,  it  must 
»e  recognized  that  these  Judges,  when  elected  by  patrons  of  a  railway,  do  not 
tlways  grant  It  all  the  necessary  guaranties.  Doubtless  in  the  large  dtlea 
Jie  commercial  tribunals  exercise  their  authority  with  entire  impartiality,  but 
lieir  independence  is  not  the  same  in  the  less  Important  centers.  The  more 
rlosely  they  are  in  contact  with  the  merchants  who  elected  them  the  more 
Jley  incline  to  side  in  their  favor  against  enterprises  that  are  foreign  to  the 
■e^ion.  As  to  this,  statistics  regarding  the  legal  suits  of  one  of  our  great 
allways,  In  1910  and  3911,  are  singularly  instructive.  It  should  be  noted  that 
ill  these  suits  are  prepared  and  defended  by  the  same  legal  claim  department, 
vUch  examines  all  cases  in  the  same  light  and  goes  to  law  only  when  It  be- 
ieves  that  there  are  good  chances  of  a  victory.  Yet  the  proportion  of  legal 
lases  lost  by  it  before  commercial  trlbunnls  is  as  follows : 

Per  cent. 

n    Paris 32. 6 

n  other  cities  of  60,000  population  and  over 46. 6 

n  cities  from  10,000  to  50,000  population 60. 9 

n   cities  of  less  than  10,000  population 80.0 

TVhen  the  law  of  1905  had  overthrown  one  of  the  conditions  made  by  the 
a  11  way  ^stems  in  return  for  the  voluntary  rate  reductions  introduced  by  them, 
he  Government  recognized  that  it  could  not  insist  upon  these  reductions  with- 
ut  some  compensatory  arrangement.  The  minister  of  public  works  took  the 
Imost  unheard-of  step  of  promulgating  increases  In  certain  rates  that  were 
ixtremely  low  and  were  due  for  revision  when  the  effects  of  the  new  legislation 
lionld  become  known.  But  when  the  time  came  the  administration  directed 
ts  whole  weight  of  authority  against  the  railways  to  obtain  their  renunciation 
>f  certain  surcharges  which  it  was  Impracticable  to  refuse  to  them  if  they 
hould  insist  on  their  rights.  The  railways  gave  in  upon  the  promise  that  a 
ill^bt  compensation  would  be  granted  them  through  the  revision  of  certain 
ariff  regulations  much  more  burdensome  to  them  than  really  beneficial  to  the 
mblic.     Then,  as  always,  when  it  was  proposed  to  promulgate  certain  rules 
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facilitating  railway  serTice,  the  administration  backed  down  in  the  ft«^ 
demands  formulated  not  so  much  by  large  shippers  seriously  interested  in  t 
question  as  by  small  groups  who  receive  their  instructions  from  agencies  i 
the  lookout  for  opportunities  to  file  claims.  As  a  final  result  the  railw-i 
obtained  nothing  in  exchange  for  their  consent  to  the  maintenance  of  sped 
tariffs,  even  in  cases  where  the  evidence  itself  showed  that  the  proviaioDsj 
ducing  the  liability  of  carriers  had  been  among  the  determining  candititf 
underlying  the  reductions  voluntarily  agreed  to  by  them. 

Although  the  new  operating  expenses  absorbed,  and  more  than  absorb 
the  increases  in  revenues,  the  amount  of  capital  grew,  and  the  conespooiii 
charges  grew  still  faster.  The  general  increase  in  the  rate  of  interest  j 
continued  simultaneously  with  the  increase  in  prices  for  15  years  past  i 
late  it  is  especially  with  regard  to  old  family  investments  that  this  incr?* 
has  been  manifested ;  the  cost  of  living  has  forced  a  search  for  more  ?0 
ductive  investments;  furthermore,  in  the  face  of  financial  and  other  tinm 
that  are  directed  from  all  sides  upon  accumulated  wealth,  the  dlfferec*.'?  I 
safety  between  securities  once  regarded  as  absolutely  sound  and  otlier  : 
vestments  no  longer  seem  important.  Fifteen  years  ago  the  rate  of  inter* 
Including  funding  costs,  «t  which  the  railways  borrowed  hardly  exceeded  ."J 
per  cent;  to-day  they  can  no  longer  issue  securities  without  paying  aM 
4  per  cent.  Reti|'ement  of  securities  becomes  more  difficult  in  the  measim>l 
which  the  end  of  the  period  of  concession  approaches;  the  annual  amortizat^i 
charge — Pannulte  des  emprunts — has  increased  by  0.50  to  0.75  per  ceoi  1 
15  years  and  amounts  to  75  to  115  centimes  to-day,  according  to  the  l&mh  i 
time  yet  remaining  to  the  concession  of  each  system,  and  the  charge  will  sri 
very  rapidly  unless  measures  are  taken  to  render  possible  the  contlnnatiic  i 
betterments  indispensable  to  the  good  of  the  service. 

Whether  the  Increase  in  capital  charges  and  expenses  of  operation  bei 
directy  upon  the  State  in  regard  to  its  own  system  and  the  exp»iditiire«  :i 
it  directly  afl'ects  the  railways  with  which  the  State  is  closely  associated  xhnM 
guaranties  of  Interest  and  the  division  of  profits,  it  reacts  no  leas  gra-^l 
upon  the  State  budget.  For  other  reasons  as  well  the  budget  is  aftecte>i  i 
the  general  increase  in  prices  and  wages,  being  drawn  upon  especially  for  a 
improvement  of  the  working  conditions  of  all  public  employees,  not  to  p 
satisfaction  to  labor  associations  or  unions,  whom  it  wuld  be  easy  to  br^ 
to  their  senses,  but  because  the  recruiting  of  civil  or  military  employees  N 
comes  more  and  more  difficult  and  will  become  impossible  if  they  are  a^ 
properly  compensated.  The  new  military  burdens  which  have  been  impMi 
upon  us  and  the  social  burdens  sometimes  imprudently  assumed  added  l 
those  which  have  resulted  from  the  natural  movement  of  prices  forced  ^ 
State  to  secure  new  resources  for  immense  sums  never  required  b^ore.  t 
even  after  the  catastrophe  of  1871.  At  the  very  moment  when  it  hecimi 
necessary  to  search  on  all  sides  for  new  taxes  It  is  no  longer  possible  to  din^ 
a  priori  any  idea  of  an  increase  in  transportation  rates. 

Without  doubt  this  increase  will  bear  grievously  upon  agriculture.  •  s 
merce,  and  industry.  But  under  whatever  form  it  may  arrive  the  new  tc 
dens  imposed  upon  national  production  will  fetter  that  production.  To  borU 
the  transportation  industry  or  to  tax  its  transactions  or  to  attenuate  its  ap^ 
all  tend  to  diminish  the  productive  power  of  a  country;  the  problem  is  t^** 
distribute  the  load  as  to  render  no  one  part  of  it  crushing.  A  certain  Incr* 
in  railway  rates  must  nevertheless  follow  upon  a  general  increase  In  pra 
such  as  was  described  at  the  beginning  of  this  article.  "Soon,  perhaps  * 
State  will  no  longer  be  able  in  fairness  either  to  refuse  the  increase  te  ? 
railways,  in  whose  prosperity  it  Is  directly  interested  as  a  partner,  or  to  f- 
tinue  to  operate  its  own  system  at  a  continuously  increasing  loss.  Perfa^ 
also,  it  would  be  wise  to  use  from  now  on  additional  transportation  cta.'» 
that  are  relatively  low  and  well  selected  as  part  of  the  resources  of  wt 
there  Is  need  in  order  to  cover  at  least  the  Interest  on  the  capital  exper-i- 
to  develop  all  sorts  of  means  of  commnnlcatlon. 

The  memory  of  the  enormous  part  that  has  been  played  by  the  considers" 
decrease  in  transportation  rates  in  modem  progress  must  not  lead  us  to  tv* 
gerate  the  inconvenience  of  a  slight  Increase.  The  experience  of  ac^ 
Increases  abroad,  as  well  as  increases  of  transportation  taxes  in  France  *^ 
time  ago,  show  that  charges  of  this  kind  are  not  especially  prohibitive,  T" 
vidcil  they  be  moderate  and  well  selected;  and  even  if  they  were  to  K 
heavily  uiK)n  passengers  traveling  on  passes  or  special  tickets  (cartes  de  dr^ 
lation),  yet  they  constitute  a  valuable  means  of  moral  uplift 
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What  Is  of  significance  to  the  public  welfare  is  not  that  a  special  form  of 
^irice  like  the  railway  service  is  left  out  of  the  general  movement  of  In- 
reased  prices  and  augmented  public  charges,  but  that  these  charges  be  not 
icreased  without  absolute  necessity.  The  policy  of  reducing  transportation 
ites  Is  an  excellent  one,  but  to  carry  It  out  it  is  necessary  to  avoid  increasing 
3yond  measure  the  charge  upon  the  carriers,  the  ex];>enses  of  operations  of 
3ubtf  ul  utility  or  of  no  utility  at  all,  and  even,  If  possible,  the  total  budget, 
n  the  other  hand,  when  It  becomes  absolutely  necessary  to  increase  the  levy 
lade  by  the  public  power  upon  national  production,  the  users  of  means  of 
>mmunlcatlon  of  all  kinds  should  Justly  and  inevitably  contribute  their  share. 
t  least  In  the  proportion  by  which  special  legislation  and  the  general  Increase 
i  prices  have  Increased  the  net  cost  of  the  services  rendered  to  them. 
This  is  what  many  countries  have  already  recognized.  It  looks  as  If  France 
iso  will  soon  have  to  recognize  It. 


Ck)NANT  Exhibit  8. 

ailioaya  of  eastern  disirictf  190S-1912 — Receipts  per  ton-mUe  and  passenger- 
nUle,  respectively,  expressed  in  terms  of  commodity  prices. 


Year. 

Course  Of  avenge 
receipts. 

index 
number  of 
wholesale 

Receipts  expressed  in 
terms  of  power  to  pur- 
chase commodities. 

Per 
tOD-onile. 

Perpas- 
senger-mfle. 

commodity 

price 
movements. 

Per 
ton-mile. 

Per  pas- 
senger-mile. 

01 

loao 

102.3 
09.4 
06.9 
97.6 
96.3 
96.0 
04.8 
05.1 
04.5 

loao 

00.7 
07.6 
00.1 
07.7 
04.0 
04.8 
05.0 
06.8 
07.8 

loao 

00.5 
102.0 
107.8 
114.0 
108.1 
111.4 
115.8 
113.7 
117.6 

loao 

102.8 
07.4 
80.0 
86.6 
80.1 
86.2 
81.8 
83.6 
8a3 

loao 

M 

100.8 
06w6 

15 

16 

OLO 

17 

85.7 

18 

87.8 

)0 

85.1 

JO 

82.0 

11 

85.1 

12 

88.1 

>  Year  1003  taken  aa  100. 
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HEDULB  A. — statement  showing  names  of  companies  included  on  system  state- 
ments. 


e  Arlington  Railroad  Co. 
e  Araot  &  Pine  Creek  Railroad  Co. 
on,  Geneseo  &  Mount  Morris  Rail- 
road Co. 

th  &  Hammondsport  Railroad  Co. 
rgen  &  Dundee  Railroad  Co. 
iflfalo,  Bradford  &  Pittsburgh  Rail- 
road Co. 

rgen  County  Railroad  Co. 
e  Brockport  &  Shawmut  Railroad 
Do. 

ock  Railroad  Co. 
e  Caldwell  Railway  Co. 
icago  &  Erie  Railroad  Co. 
le    Cleveland    &    Mahoning    Valley 
Elailway  Co. 

lumbus  &  Erie  Railroad  Co. 
nesus  Lake  Railroad  Co. 
4aware  Valley  &  Kingston  Railway 
Co. 

le  Docks  Connecting  Railway  Co. 
le  Elmira  State  Line  Railroad  Co. 
le  Erie  &  Black  Rock  Railroad  Co. 
le  Railroad  Ck). 
ie  &  Jersey  Railroad  Co. 
le  Brie  &  Wyoming  Valley  Railroad 
Do. 

ie  Terminals  Railroad, 
iton  Railroad  Co. 
nesee  River  Railroad  Co. 
»shen  &  Deckertown  Railroad  Co. 
le  Hackensack  &  Lodi  Railroad. 
le  Hudson  Connecting  Railway  Co. 
dustrial  Center  Land  Co. 
le  Jefferson  Railroad  Co. 
le  Lodi  Branch  Railroad  Co. 
le  Long  Dock  Co. 
icopin  Railroad  Co. 
iddletown.  Unlonville  &  Water  Gap 
Railroad  Co. 
Iddletown  &  Crawford  Railroad  Co. 


Middletown  &  Unlonville  Telegraph  Co. 

Montgomery  &  Erie  Railroad. 

The   Moosic  Mountain   &    Carbondale 

Railtoad  Co. 
Newark  &  Hudson  Railroad  Co. 
The  New  Jersey  &  New  York  Ext.  Rail- 
road Co. 
New  Jersey  &  New  York  Railroad  Co. 
The   New   York   &   Greenwood    Lake 

Railway  Co. 
New  York,  Lake  Erie  &  Western  Coal 

&  Railroad  Co. 
The  New  York,  Lake  Brie  &  Western 

Docks  &  Improvement  Co. 
New   York,   Susquehanna   &   Western 

Railroad  Co. 
The  Niagara  River  &  Erie  Railroad  Co. 
Northern  Railroad  Co.  of  New  Jersey. 
The  Nyack  &  Northern  Railroad  Co. 
Nyack  &  Southern  Railroad  Co. 
The  Nypano  Railroad  Co. 
Passaic  &  New  York  Railroad  Co. 
Paterson  &  Hudson  River  Railroad  Co. 
Paterson  &  Ramapo  Railroad  Co. 
The  Paterson,  Newark  &  New  York 

Railroad  Co.  . 
The  Pavonia  Ferry  Co. 
Penhom  Creek  Railroad  Co. 
Rochester  &  Genesee  Valley  Railroad 

Co. 
The  Roseland  Railway  Co. 
The  Sharon  Railway. 
Susquehanna  Connecting  Railroad  Co. 
Tioga  Railroad  Co. 
Union  Railroad  Co. 
Watchung  Railroad  Co. 
The  West  Clarion  Railroad  Co. 
Westerman  Railroad. 
The  Wilkes-Barre  &  Eastern  Railroad 

Co. 
Youngstown  &  Austlntown  Railway  Co. 


Crawford  Exhibit  No.  2. 

TATEMENT  OF  CHARLES  P.  CRAWFORD  IN  CONNECTION  WITH  THE 
11-YEAR  FINANCIAL  AND  OPERATING  STATEMENTS  OF  ERIE 
RAILROAD  SYSTEM. 

LINES  INCLUDSa)  AND  METHOD   OF   COMPH^ATION. 

These  statements  for  Erie  Railroad  system  cover  all  railroad  companies 
lose  properties  are  operated  by  Brie  Railroad  Co.,  Chicago  &  Brie  Railroad 
>.,  New  York,  Susquehanna  ft  Western  Railroad  Co.,  Wllkes-Barre  &  Eastern 
lilroad  Co.,  New  Jersey  &  New  York  Railroad  Co.,  and  Bath  &  Hammondsport 
Ulroad  Co.,  together  with  their  leased  and  operated  lines.  A  full  list  of  the 
rporatlons  Included  in  the  system  statements  is  submitted  with  the  analysis 
company Ing  the  1 1-year  statements.  The  operations  of  the  following  com- 
nies,  whose  crtpltal  stock  is  owned  Jointly  by  companies  included  In  the  Brie 
stem  and  by  companies  outside  the  Brie  system,  are  not  Included  in  these 
atements :  Akron  k  Barberton  Belt  Railroad  Co.,  Buffalo  Creek  Railroad  Co., 
licago  &  Western  Indiana  Railroad  Co.,  Belt  Railway  Co.  of  Chicago. 
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The  revenues  and  expenses  of  the  Erie  Railroad  Lake  Line,  a  line  of  stes 
on  the  Great  liakes  owned  and  operated  by  Erie  Railroad  Co.,  are  inclodel 
the  items  entitled  "  Outside  operationa" 

The  item  "  Capital  obligations  "  includes  only  the  capital  stock,  bonds,  ^ 
ment,  trust  certificates,  notes,  and  other  funded  obligations  of  tiie  coiDp;^} 
included  in  the  system  owned  by  the  public  or  by  other  companies  ontslilet 
system.  All  system  intercorporate  holdings  have  been  eliminated  to  t^ 
duplication,  and  the  statement  shows  the  par  value  of  securities  outstMl 
with  the  public. 

BEl'URN  OF  PBOPBBTY  INVESTMENT. 

In  1913  the  property  investment  of  Erie  Railroad  system  had  incM 
^88,459,748  since  1903.  or  24.26  per  cent,  while  its  net  operating  nrm 
creased  only  $1,701,404,  or  9.36  per  cent,  and  its  net  operating  income  deow 
$799,205,  or  4.76  per  cent.  During  the  same  period  its  gross  operating  rerfl 
increased  $19,133,219,  or  39.70  per  cent,  showing  greatly  increased  sendee  tc 
public.  The  Erie  system  in  1913  fell  $799,205  short  of  receiving  any  addinJ 
return  on  its  great  increase  in  investment,  although  it  rendered  a  p« 
increased  amount  of  transportation  service  to  the  public.  The  percentip 
its  return  on  property  investment  as  shown  by  its  net  operating  income  i 
4.60  in  1903,  3.89  for  the  five-year  average  1903  to  1907,  3.68  for  1910.  a> 
1911,  3.a3  for  1912,  and  3.53  for  1913.  Comparing  1913  with  1910,  there  ws* 
increase  in  property-investment  account  of  $24,617,024,  or  5.74  per  cMi  i 
the  gross  operating  revenue  in  1913  exceeded  that  in  1910  by  $84i47.W 
13.96  per  cent.  Notwithstanding  this  increased  investment  in  road  andap 
meht  devoted  to  the  service  of  the  public  and  this  increased  transporui 
service,  the  net  operating  income  in  1913  was  only  $201,230,  or  1^  I*'  ^ 
more  than  in  1910,  while  there  was  an  actual  decrease  in  the  rate  of  ret^ 
property  investment  from  3.68  to  3.53  per  cent. 

MILEAGE. 

Since  1903  tlie  miles  of  first  main  track  operated  by  the  system  have  Idci* 
only  110.43,  or  4.60  per  cent,  while  the  miles  of  all  tracks  operatedj 
increased  836.07,  or  17.66  per  cent,  showing  that  the  development  of  the  ^ 
has  been  intensive  rather  than  extensive,  and  small  as  compared  viti 
increase  in  population  and  traffic  in  the  territory  served.  The  increase  la  1 
main  track  is  principally  due  to  the  construction  of  new  low-grade  freipt ^ 
such  as  the  Erie  &  Jersey  Railroad,  Genesee  River  Railroad,  and  the  Cona 
&  Erie  Railroad.  These  lines  contribute  practically  no  new  business,  bet* 
built  to  avoid  heavy  grades  on  the  old  main  line  and  to  promote  t^ 
efficiency  and  economy  in  the  operation  of  freight  trains.  The  Inffes* 
mileage  of  all  tracks  Includes  535  miles  of  additional  main  tracks  and  301  s 
of  other  tracks  and  sidings.  . . 

The  item  "Property  investment"  shows  the  book  value  of  the  rw« 
equipment  of  the  companies  comprised  in  the  Erie  Railroad  system,  t « 
not  Include  the  cost  of  securities.  In  several  instances  where  the  geneni 
of  subsidiary  companies  whose  lines  are  embraced  In  the  system  ^ 
available,  we  have  used  the  figures  shown  in  the  annual  reports  of  tho*" 
panies  to  the  Interstate  CJommerce  Commission  or  to  State  comml»i«^^ 
In  the  case  of  a  few  companies  which  are  not  r^)orting  companies  an<»^ 
other  record  was  obtainable,  we  have  shown  the  property  lnvesti*s' 
equaling  the  part  of  the  company's  capital  obligations.  ^ 

Property  investment  Increased  over  $88,000,000  during  the  period  v^ 
1903  and  1913,  while  the  increase  in  capital  obligations  during  this^F 
was  about  $54,000,000.  This  excess  in  increase  in  property  Investmeji^ 
the  Increase  in  capital  obligations  is  the  result  of  the  application  m»J 
$34,000,000,  being  a  large  part  of  the  companies'  current  income  to  "^  ] 
poses  Instead  of  to  a  distribution  to  capital— these  expendi^res  va^ 
objects  which  would  ordinarily  be  provided  for  from  new  caP^^al.  . 

Additions  to  property  Investment  account  have  averaged  ^l^jj^t  4 
year  for  the  10  years  preceding  1913,  and  amounted  to  $12.795.oh  i^;^ 
These  expenditures  were  made  for  additional  tracks  and  sidings:  m^^^^ 
terminals  and  stations;  elimination  of  grade  crossings;  additions  lo^^ 
provement  of  equipment,  bridges  and  other  structures;  a"^<»»»"^^.i 
interlocking  plants  and  other  safety  devices;  and  other  improj*^^ 
erly  chargeable  to   capital   account,   and  for  the   increased  safety 
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alienee  of  the  public  and  the  more  satisfactory  and  efficient  handling  of 
affic.  While  much  has  been  done  in  this  direction,  much  more  which  the 
inagement  of  the  companies  desired  to  do  has  necessarily  been  left  undone, 
le  proper  and  necessary  future  annual  expenditures  for  these  purposes  will 
t  be  less  than  in  the  past,  but  should  be  greatly  increased  if  the  necessary 
pital  can  be  secured  on  proper  terms. 

CAPITAL  OBLIGATIONS. 

The  outstanding  capital  stock  of  the  companies  embraced  in  the  system 
liminating  intercorporate  holdings)  is  substantially  the  same  now  as  In  1903. 
le  total  capital  obligations  in  1903  amounted  to  $391,162,466,  and  by  1913 
d  increased  to  $445,628,547,  an  increase  of  $54,466,081,  or  13.92  per  cent,  In 
B  11-year  period.  The  ratio  of  capital  stock  to  total  capital  obligations  has 
jadily  decreased  from  47.21  per  cent  in  1903  to  41.47  per  cent  in  1913. 
The  funded  debt,  including  notes  issued  for  capital  obligations,  has  Increased 
4,327 J31  in  the  period  from  1903  to  1913,  an  Increase  of  26.31  per  cent, 
ille  the  Increase  in  property  investment  was  over  $88,000,000  during  the  same 
riod.  About  one-half  of  this  increase  in  funded  debt  is  represented  by  so- 
iled short-term  notes  which  bear  a  relatively  high  rate  of  Interest.  About 
000,000  of  this  increase  consists  of  equipment-trust  obligations.  With  the 
ception  of  a  small  amount  of  its  Pennsylvania  collateral  bonds  sold  in  1908, 
le  Railroad  Co.  has  not  succeeded  in  marketing  any  bonds  since  1906.     • 

NET  CORPOBATE  INCOME. 

The  net  corporate  income  of  the  system  was  $9,626,323  in  1903,  an  average 
$6,727,195  for  the  5-year  period  1903  to  1907,  $7,243,866  in  1910,  $7,075,830 
1911,  $4,627,823  in  1912,  and  $8,912,741  in  1913.  The  average  net  corporate 
'ome  for  the  5-year  period  from  1908  to  1912  shows  a  decrease  of  33.45  per 
It  as  compared  with  the  average  net  corporate  income  for  the  5-year  period 
•m  1903  to  1907,  and  it  Is  Interesting  to  note  that  the  average  net  operating 
:onie  for  the  period  from  1908  to  1912  shows  a  decrease  of  8.13  per  cent  as 
npared  with  the  average  net  operating  income  for  the  5-year  period  1903 
1907.  Net  corporate  income  plus  interest  on  funded  debt — ^i.  e.,  the  fund 
fiilable  for  Interest  and  dividends  and  as  a  margin  for  the  basis  of  credit — 
re  the  following  ratio  to  total  capital  obligations,  namely,  5.01  per  cent 
1903.  4.21  per  cent  for  the  5-year  period  In  1903-1907,  4.42  per  cent  in  1910, 
7  per  cent  in  1911,  3.66  per  cent  in  1912,  and  4.68  per  cent  In  1913. 
\.  considerable  part  of  this  net  corporate  income  was  not  derived  from  rates 
irged  for  transportation  services  or  other  railroad  operations,  but  was 
-ived  from  outside  investments,  and  included  in  the  item  "  Other  income." 
is  "other  Income"  amounted  to  over  $2,800,000  in  1903,  an  annual  average 
over  $2,200,000  for  the  5-year  period  from  1903  to  1907,  over  $3,400,000  in 
10.  an  average  of  about  $3,000,000  for  the  years  1910-1912.  and  nearly 
OOO.OOO  in  1913.  Most  of  this  "  Other  income "  was  received  from  the  coal 
apanles  whose  capital  stock  Is  owned  by  the  Erie  Co..  and  principally  from 
!  Pennsylvania  Coal  Co.  The  income  from  this  source  in  1913  exceeded  by 
mt  $2,()00,000  the  average  during  the  several  preceding  years.  This  was  in 
*t  occasioned  by  the  increased  payment  made  by  the  Hillside  Coal  &  Iron 
,  which  it  was  able  to  make  because  of  the  collection  of  a  Judgment  for  a 
ge  sum  for  coal  royalties  and  partly  because  the  Pennsylvania  Coal  Co. 
s  able  In  1913  to  distribute  a  very  considerable  amount  of  surplus,  which, 
ler  conditions  which  existed  in  previous  years,  it  would  not  have  made 
il  1914.  The  amount  of  "Other  income"  for  1913  is  therefore  not  typical 
tvhat  may  be  expected  In  1914  and  succeeding  years,  and  it  is  estimated  that 
Income  received  from  this  source  in  1914  will  probably  be  about  $1,000,000 
J  than  the  average  for  the  past  three  years  and  about  $3,000,000  less  than 
L913. 

nasmuch  as  a  considerable  part  of  th^  amount  included  In  "  Other  income  " 
5  derived  from  coal  companies  and  did  not  result  from  and  had  no  relation 
transportation  rates,  It  would  be  fairer  to  exclude  such  items  of  income 
m  net  corporate  Income  before  comparing  It  with  total  capital  obligations  or 
h  property  Investment.  I  have  therefore  restated  below  the  item  of  net 
porate  Income  for  the  several  years  by  eliminating  therefrom  the  above- 
itioned  Incomp  from  the  coal  companies.    I  have  also  eliminated  the  interest 
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on  Erie  Railroad  Co.'s  Pennsylvania  collateral  bonds,  which  were  iasofti 
connection  with  the  purchase  of  the  capital  stock  of  the  Pennsylvania  Coal  •; 
and,  based  on  this  revised  net  corporate  Income,  I  have  shown  its  ratk: 
property  investment.     I  have  also  shown  the  adjusted  figures  of  per  cea:'' 
net  corporate  Income  (plus  interest  on  funded  debt)  on  total  capital  obligatjti 


Years  ending  June  SO— 


1903. 
1004. 
1905. 
1906. 
1907. 
1908. 
1909. 
1910. 
1911. 
1913. 
1913. 


Per  cent  of 


Adjusted  net 
corporate 
income. 


S8, 607, 386 
ft,  104, 937 
4,664,946  > 
5,706,641 
6,693,655  I 
1934,033  ' 
4,256,906  , 
6,214,917  , 
6,466,170  ! 
3,691,403  ! 
6,086,092  ! 


Perec: 
ad)Qi^> 


adjusted  not      -«,-»-:, 

corporate  in-   \  ^StiSs'z 

come  on  prop-  ^^^"^  ^T" 


erty  in  vest- 
ment. 


2.33 
LJ7 


terastocfsj^ 
debt)ofi« 
talofalip:i= 


1.23 
1.46 
1.64  i 
1.22 
1.00 

1.45  ; 
1.50  ; 

.84  < 
1.34 


>L06S. 


BEVENUE8  AND  EXPENSES. 

The  business  handled  by  the  system  has  greatly  increased  since  1908l  Ti^ 
number  of  tons  of  revenue  freight  carried  1  mile  has  increased  from  5.600 ::. 
lions  In  1903  to  6,669  millions  in  1910,  7,976  millions  in  1913.  There  U  - 
increase  of  13.65  per  cent  in  the  5-year  period  1908  to  1912  as  compared  ^- 
the  5-year  period  1003  to  1907,  and  an  increase  of  19.61  per  cent  In  1913.^ 
compared  with  1910. 

During  this  period  the  average  revenue  per  ton  per  mile  was  6.13  mlli? 
1903,  6.15  in  1910,  6.04  in  1911,  6.02  in  1912,  and  5  92  in  1913.    The  averagf  ■ 
the  5-year  period  1908  to  1912  was  6.08,  a  reduction  of  0.81  per  cent  as  comft>i 
with  the  average  of  6.13  mills  during  the  5-year  period  1903  to  1907.    Tbe  n 
enue  per  ton  per  mile  has  decreased  3.74  per  cent  since  1910. 

While  the  decrease  in  the  average  revenue  per  ton  per  mile  since  1905  r. 
have  resulted  in  part  from  changes  in  the  character  of  traflSc  handled  and :: 
average  movement,  yet  the  territory  served  by  the  Erie  system  during  ' 
period  and  the  general  character  of  the  trafllc  and  its  distribution  have  rensat?: 
substantially  the  same,  as  it  is  believed  the  reduction  In  the  average  rerff? 
per  ton-mile  has  resulted  in  large  part  from  rate  reductlona 

While  the  average  revenue  in  1910  was  6.15  mills,  the  average  for  tb^  '■ 
years  preceding  1913  was  6.10  milla  If  this  10-year  average  had  be«i  reof  "■ 
on  the  1913  traffic,  the  revenues  would  have  been  Increased  $1,435,848.  ^^' 
withstanding  the.se  reductions  in  the  average  revenue  per  ton  per  mile,  thet' 
operating  revenue  has  increased  from  $48,000,000  in  1903  to  $59,000,000  Id  1-^ 
and  $67,000,000  In  1913,  making  an  increase  of  39.70  per  cent  for  1913  as  '^ 
pared  with  1903  and  of  13.96  per  cent  as  compared  with  1910. 

"Under  normal  conditions,  with  such  a  large  increase  in  the  business  haa^* 
and  In  operating  revenue,  there  should  be  a  substantial  decrease  In  the  ran- 
operating  expenses  to  operating  revenues;  but  this  has  not  been  the  ca?^^* 
operating  expenses  and  taxes  have  Increased  at  a  rate  largely  in  excess  of  i 
increase  in  operating  revenues. 

The  operating  ratio  was  62.29  per  cent  In  1903,  68  per  cent  for  the  first  ^y' 
period,  68.49  per  cent  in  1910,  68.04  per  cent  in  1911,  71.59  per  cent  in  191t  ' 
70.48  per  cent  In  1913. 

Operating  revenues  in  1913  Increased  $8,247,449,  or  13.96  per  cent  oTer:*^ 
but  operating  expenses  increased  17.27  per  cent  and  taxes  39.48  per  cent  ^j 
the  result  that  the  net  operating  income  was  only  1.28  per  cent  more  in  •' 
than  in  1910. 

Maintenance  of  way  and  structures  Increased  31.28  per  cent  In  the  P^"* 
1908  to  1912  as  compared  with  the  period  1903  to  1907,  and  18.49  per  cert ' 
1913  :\s  compared  with  1910. 
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Maintenance  of  equipment  increased  31.96  per  cent  in  the  second  five-year 
eriod  ds  compared  with  the  first,  and  1913  Increased  14.50  per  cent  as  com- 
ared  with  1910. 

'5'ransportation  and  traffic  expenses  increased  13.52  per  cent  in  the  second 
-year  period  as  compared  with  the  first,  and  transportation  expenses  increased 
0.09  per  cent  in  1913  as  compared  with  1910. 

Total  operating  expenses  increased  20.34  per  cent  in  the  second  5-year 
►eriod  as  compared  with  the  first,  and  increased  17.27  in  1913  as  compared 
Fitli  1910. 

Taxes  increased  from  $1,035,383  in  1903  to  $2,148,006  in  1913,  there  being  an 
Dcrease  of  35.12  per  cent  in  the  second  5-year  period  as  compared  with  the  first, 
nd  an  increase  of  39.48  per  cent  in  1913  over  1910. 

The  taxes  in  1913  were  more  than  double  those  paid  in  1903,  were  nearly 
tqual  to  one-quarter  of  the  net  corporate  income,  and  over  one-third  of  the  net 
orporate  income  less  Income  from  other  than  railroad  operation. 

The  following  table  shows  the  operating  revenues,  operating  expenses,  and 
operating  income  for  the  period  under  consideration,  expressed  in  mills  per 
raffle  unit,  viz,  revenue  ton  miles  plus  passenger  miles: 

Revenues,  expenses,  taxes,  and  operating  ineome  per  traffic  unit. 


Total  operating  revenaes  (including  outside  opera- 
tions)  , 

ifaintenance  of  way  and  structures 

kfaintenanoe  of  equipment 

Transportation  and  trafflo  expenses 

General  expenses 

>utside  operations,  expenses 


Total  operating  expenses. 


raxes. 

Total  operating  expenses  and  taxes. 
Operating  income 


Year< 

mding  Jun< 

J  30- 

5-year 

5-7ear 

average, 
1903lo 

Y^' 

1 

1903 

1910    ; 
Mm. 

1913 

1907. 

1912. 

Mills. 

MitlM. 

MiOa. 

Mim. 

7.79 

7.79 

7.71 

7.83 

7.90 

.64 

.77  , 

.78 

.70 

.81 

.97 

1.33  , 

1.29 

1.19 

1.88 

2.70 

2.74  t 

2.78 

2.84 

2.85 

.15 

.16 

.16  , 

.17 

.10 

.39 

.46  , 

.42 

.42 

.45 

4.85 

5.46 

5.43  1 

5.32 

5.06 

.17 

.21 

.25  1 

.18 

.21 

5.02 

5.67  1 

5.68 

5.60 

6.80 

2.77 


•2.30  I 


2.03  I 


2.04 


The  great  and  continuing  increase  in  operating  expenses  and  taxes  has 
absorbed  the  profits  which  should  have  been  realized  from  greatly  increased 
volume  of  business  under  the  operation  of  the  law  of  increasing  returns.  It  has 
absorbed  the  savings  from  increased  efficiency  and  from  the  investment  of  new 
capital.  It  is  fast  reducing  net  operating  income  to  a  point  less  than  in  previous 
p-ears  when  the  business  handled  and  the  investment  of  capital  were  much  less; 
and  the  prospect  is  that  upon  the  basis  of  existing  freight  rates,  the  rate  of  net 
return  will  continue  to  diminish  notwithstanding  any  further  increase  in  the 
volume  of  business  handled  and  in  property  investment.  Recent  developments 
afford  no  assurance  that  the  upward  trend  of  expenses  and  taxes  will  materially 
change,  but  on  the  other  hand  the  indications  are  to  the  contrary. 

The  following  statement  of  certain  items  of  increased  expenses  in  1913,  as 
compared  with  1910.  are  taken  from  the  companies'  records  when  obtainable, 
EUid  otherwise  are  the  conservative  estimates  of  the  officers  directly  concerned: 

Increase  In  cost  of  fuel  due  to  increase  in  price $473, 597 

Increase  in  cost  of  ties  due  to  increase  In  price 71,994 

Semimonthly  payment  of  wages 28,850 

EJxtra-crew  laws  (Ohio  and  Pennsylvania) 80,633 

Increase  in  wages  due  to  Increase  In  the  rates  of  pay 1,581,654 


2,  231,  728 
It   is  believed  that  yearly  expenses   will  be  increaseil   by  changes 
effected  during  the  current  year  as  follows: 

Extra-crew  laws  (New  York  and  New  Jersey) 225,000 

Trainmen's   wage    increase    under    arbitration    award    efl!ective 
October  1,  1013 360,000 

Total 2^16, 728j 
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There  will  also  be  a  Hubstantial  iucreiise  in  taxes  resultiug  from  Uie  <^)en&] 
of  the  new  Federal  income-tax  law.  .  The  companies  will  also  be  reqalred  i 
expend  large,  although  as  yet  indeterminate,  amounts  of  money  under  1 
operation  of  Federal  and  State  laws  recently  passed,  such  as  those  nq[a& 
the  elimination  of  highway  crossings  at  grade  solely,  or  largely,  at  the  erpm 
of  the  railroad  companies,  and  laws  requiring  expenditures  for  other  pnrpoe 
which  will  add  but  little,  if  any,  to  the  income  of  the  carriers. 

Express  rates  have  recently  been  largely  reduced  by  order  of  the  comn^aai 
and  the  reduced  rates  will  become  effective  February  1  next.  It  Is  estlmt^i 
by  the  express  companies  that  these  rate  reductions  will  reduce  their  reres^ 
many  millions  of  dollars.  Nearly  one-half  of  the  loss  resulting  from  b» 
reductions  will  fall  on  the  railroad  companies  which  tran^K>rt  the  exjn 
traffic.  Although  it  is  impossible  to  demonstrate  in  advance  with  certainty  3 
amount  of  loss  of  revenue  these  carriers  will  suffer  from  this  cause,  tteek 
every  reason  to  believe  the  amount  will  be  large,  and  it  is  an  important  Uf3 
which  should  be  given  due  consideration  by  the  commission  in  this  case. 

It  is  also  believed  that  recent  changes  in  the  rules  of  the  Post  Office  Dept- 
ment  regarding  the  parcel  post  will  result  in  substantially  decreasing  the  expn 
business  and  still  further  reduce  the  express  revenues  of  these  carriers. 

Since  the  11-year  statements  were  completed  there  have  become  avallabi«  t» 
records  of  4  months*  operation  during  the  present  fiscal  year,  which  will  « 
June  ^0,  1914,  and  a  consideration  of  the  results  of  operation  during  that  per* 
as  compared  with  the  results  during  the  corresponding  period  of  the  previcr 
fiscal  year,  which  ended  June  30,  1913,  shows -that  while  there  has  been  i 
decrease  in  the  volume  of  business  handled  and  in  the  gross  operating  rersx 
therefrom,  expenses  and  taxes  liave  continued  to  increase  at  a  rapid  ii 
significant  rate  even  over  the  corresponding  4  months*  period  of  1913. 

Comparison  of  first  four  montJis  of  fiscal  years  ending  June  SO,  191k  ofHd  1$U 


Increaae. 


1914 


1913 


Amount,  i  Percent. 


Property  investment 

Total  operating  revenue. 
Total  operating  expenses 

Net  operating  rev- 
enue  

Taxacoruals 


Operating  income. 

Net   deductions:   Joint 

facility  rents,  miscel- 

laneousrents 

of  equipment 


laneous  rents,  and  hire 
lent 


Net  operating  in- 
come.  


$457,3^4,026.00 


24,010,121.50  i  $23,875,085.69  |$135,035.91 
17,878,087.89   16,344,111.90  1 1,533,975.99 


6,132,033.61    7,530,973.69 
732,683.68  I    607,471.44 


5,399,349.93    6,833,502.25 
651,128.07  I    690,335.34 


35,212.24 


0.57 
9.39 


5.05 


4,748,221.86  1      6,143,166.91 


DecreMe. 
Amount.       IVree 


$l,396,94a06  lU 


1,434,152.38  »» 


39,307.27  i» 


1,9»4,M5.06 


It  is  hoped  that  the  ratio  of  net  operating  income  to  property  invefltmeat  tr 
the  first  four  months  of  the  present  fiscal  year  will  show  improvement  doria; 
the  remaining  eight  months  of  the  year,  but  if  continued  it  would  reralt  is  ^ 
ratio  of  3.12  per  cent  as  compared  with  3.53  per  cent  for  1013  and  3.52  ptf  of 
for  the  10-year  average. 
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Walbeb  Exhibit  No.  1. 

rLIJS'E   OF   WAGE    MOVEMENT   AFFECTING    THE   BASTBEN    RAIL- 
ROADS SINCE  AND  INCLUDING  THE  YEAR  1910. 

pared    by    John    G.    Walber,   assistant   to    thii'd    vice   president,    Baltimore   &   Ohio 

Railroad.] 

stimates  for  29  of  the  38  railroad  systems  parties  to  this  rate  proceeding 
V  ail  Increase  in  wages  for  1913  over  1910  of  $48,618,972.41,  due  to  changes 
ates  of  pay  and  working  conditions. 

his  figure  was  obtained  as  a  result  of  a  request  to  the  railroads  to  take  the 
lal  performance  for  the  year  ending  June  30,  1913,  and  compare  the  rates 
»ay  and  working  conditions  prevailing  in  tliat  period  with  those  in  effect 
>ctober,  1909,  a  period  prior  to  the  date  of  any  of  the  important  increases 
;equently  made. 

I  addition  to  the  increases  up  to  June  30,  1913,  careful  estimates  show  that 
increases  in  wages  recently  granted  to  the  firemen,  conductors,  and  train- 
i  will  add  not  less  tha;i  $8,750,000  more  to  the  expenses  of  the  railroads 
lies  td  the  respective  arbitration  proceedings,  this  estimate  being  based  on 
volume  of  business  for  the  calendar  year  1912. 

[r.  Bond.  The  railroads  parties  to  this  last  arbitration  proceeding  included, 
^eluded,  rather,  what  railroads  that  are  parties  here? 
[r.  Walbeb.  The  Chesapeake  &  Ohio  Railroad  Co.  and  the  Norfolk  &  Western 
Iroad  Co.  As  a  general  proposition  this  arbitration  covered  the  railroads 
t  of  the  line  of  the  Illinois  Central  Railroad  on  the  west  and  north  of  the 
isapeake  &  Ohio  Railroad.  While  all  of  the  companies  lying  in  that  ter- 
ry have  not  been  directly  parties  to  the  arbitration  proceeding  in  each  of 

three  cases,  yet  even  where  they  were  not  parties  they  have  had  to  make 
astments  practically  in  line  with  the  awarded  rates. 
Q  1910  wage  movements  were  begun  by  the  conductors  and  trainmen,  who 

formed  an  association  known  as  the  Eastern  Association  of  General  Com- 
tees  of  the  Order  of  Railway  Conductors  and  Brotherhood  of  Railroad 
inmen. 

ate  in  December,  1909,  the  management  of  each  of  the  eastern  railroads 
}  presented  with  a  proposition  from  these  employees  for  the  adoption  of 
Lsed  rates  of  pay  and  certain  rules  governing  working  conditions,  with  the 
uest  that  answers  be  given  on  January  20,  1910.  At  the  same  time  the 
sidents  of  the  two  organizations  communicated  with  the  managements  of 

railroads  for  the  purpose  of  ascertaining  whether  they  would  prefer  to  con- 
it  the  negotiations  collectively  for  all  the  railroads  or  individually.  The 
oagements  decided  to  negotiate  individually. 

.'hereupon  the  Baltimore  &  Ohio  Railroad  Co.  was  selected  for  opening  the 
:otiations,  the  reason  for  such  selection  being,  as  stated  by  the  representa- 
is  of  the  employees,  that  the  bases  of  the  Baltimore  &  Ohio  Railroad  sched- 
3  more  nearly  corresponded  with  the  revised  proposition  than  the  schedules 
practically  every  other  eastern  railroad;  also  that  it  meant  less  of  an  in- 
ase  for  the  Baltimore  &  Ohio  Railroad  to  adopt  the  proposed  rates  than 
'  other  railroad,  with  perhaps  one  exception.    It  early  became  apparent  that 

authority  to  make  settlement  rested  entirely  with  the  representatives  of 

organizations  and  that  the  employees  of  the  individual  companies  were 
eerless  to  make  settlements  as  in  the  past, 
'he  management  of  the  Baltimore  &  Ohio  Railroad  was  unable  to  agree  with 

representatives  of  the  organization;  thereupon  they  appealed  to  the  indi- 
ual  employees,  who  authorized  them  to  declare  a  strike  in  the  event  satisfac- 
y  terms  were  not  agreed  upon. 

ifter  such  proceeding  was  concluded  negotiations  were  resumed,  and  it  being 
nd  impossible  to  reach  a  settlement,  the  services  of  the  Federal  mediators^ 
ler  the  Erdman  Act,  which  was  then  in  effect,  were  requested  by  the  presi- 
it  of  the  Baltimore  &  Ohio  Railroad  Co.,  the  representatives  of  the  employees 
lining  to  join  in  the  request.  At  the  request  of  the  mediators  the  repre- 
tatives  of  the  employees  agreed  to  conduct  negotiations  through  them;  and 
er  negotiations  lasting  a  week  or  more,  terms  of  settlement  were  reached 
)n  a  basis  which  was  practically  a  split  between  the  then  existing  rates  and 
'Se  requested. 

This  settlement,  it  was  carefully  calculated  at  the  time,  increased  the  rates 
pay  5.44  per  cent.  Effective  September  1,  1910,  due  to  the  New  York  Central 
>itration  award,  as  explained  hereafter,  it  was  necessary  to  increase  by  20 
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cents  per  day  the  yard  rates  which  had  been  agreed  upon  in  the  Baltil»!^ 
Ohio  settlement. 

It  was  also  necessary  to  apply  the  basis  of  the  Baltimore  &  Ohio  settlet.- 
to  the  Baltimore  &  Ohio  Southwestern  Railroad.  The  effect  of  the  adjaaa.  i 
in  the  yard  rates  and  the  adjustment  of  the  Baltimore  &  Ohio  Soiithw»-3 
Railroad  schedules  was  to  increase  the  percentage  to  9.05  for  the  coofto  i 
and  trainmen  of  the  Baltimore  &  Ohio  system. 

While  the  mediation  proceedings  were  pending  on  the  Baltimore  &  ObSn  Li 
road»  negotiations  were  opened  by  the  two  organizations  on  the  Bo«**t 
Maine  Railroad  and  the  New  York,  New  Haven  &  Hartford  Railroad.  <m  ▼^ 
roads  settlements  were  reached  on  practically  the  same  basis  as  had  - 
adopted  on  the  Baltimore  &  Ohio  Railroad. 

Negotiations  were  also  begun  by  the  presidents  of  the  two  oi^nliad^x- 
the  New  York  Central  Railroad.  The  New  York  Central  were  unwiai::r 
adopt  the  rates  agreed  upon  in  the  Baltimore  &  Ohio  settlement  The  reprv*- 
atives  of  the  organizations  took  the  position  that,  having  agreed  to  these  r  i 
on  the  Baltimore  &  Ohio  through  Federal  mediation,  they  could  not  raf*-" 
agree  to  any  other  rates  on  any  other  railroad,  having  declared  themse?-*- 
both  the  Baltimore  &  Ohio  officials  and  the  Federal  mediators  that  wt-'- 
rates  were  agreed  upon  for  the  Baltimore  &  Ohio  Railroad  would  be  eetab  .-^- 
upon  the  eastern  railroads  so  far  as  the  means  at  their  command  would  a  ■ 
plish  this.  However,  after  prolonged  negotiations  with  the  New  York  C»*i 
Railroad  they  flnallly  agreed  to  an  arbitration  of  their  request  as  applytrr 
that  company. 

The  representatives  of  the  employees  in  the  recent  arbitration  proceed  "J 
affecting  conductors  and  trainmen,  made  a  statement  that  approximatp*: 
railroad  companies  had  agreed  to  be  bound  by  the  New  York  Central  a*" 
and  as  soon  as  the  award  was  announced  such  railroads  adopted  same. 

Negotiations  were  also  opened  on  all  other  railroads,  with  the  result  th  ! 
practically  July,  1910,  the  schedules  of  practically  all  the  eastern  lines  for "' 
ductors  and  trainmen  had  been  revised  on  the  basis  of  the  New  York  O'  ^ 
award,  with  varying  dates  upon  which  they  were  to  become  effective.  st«* 
the  effective  dates  being  extended  Into  the  year  1911. 

It  was  estimated  that  the  settlement  on  the  New  York  C«itral  Raf** 
cost  17.4  per  cent;  on  the  Cleveland.  Cincinnati,  Chicago  &  St.  Louis  Rafi 
12.7  per  cent;  on  the  Lake  Shore  &  Michigan  Southern  Railway,  11.92  per-^ 
on  the  Michigan  Central  Railroad,  19.8  per  cent ;  on  the  Boston  A  Maine  & 
road.  19.6  per  cent;  and  the  New  York,  New  Haven  &  Hartford  Railma' 
per  cent. 

Effective  April  1,  1910.  the  Pennsylvania  system  granted  to  all  their 'I 
ployees,  including  conductors  and  trainmen,  a  flat  increase  of  6  per  cent. «" 
the  exception  of  yard  men,  who  received  an  increase  of  8.4  per  cent,  tb^^ 
centage  for  both  road  and  yardmen  equaling  7  per  cent 

While  the  Baltimore  &  Ohio  Railroad  schedules  have  for  years  been  m'^ 
basis  of  mileage — that  100  miles  or  less,  10  hours  or  less.  co^^tItnting  «* 
with  some  relatively  unimportant  exceptions — the  Pennsylvania  Railme-iS 
had  two  bases  of  pay  for  enginemen  and  trainmen,  commonly  known  i*i 
high-rate  day,  applying  to  runs  of  over  100  miles,  with  overtime  after  12  \i^ 
and  a  low- rate  day,  applying  to  runs  of  less  than  100  miles,  with  orertl 
after  11  hours. 

These  rates  were  not  uniformly  applied,  but  their  application  varied  s^, 
ing  to  the  class  of  service — that  is,  whether  through  or  local — and  tcf*** 
to  the  conditions  on  the  several  divisions.  The  adjustment  of  6  per  * 
placed  their  runs  on  practically  the  same  basis  as  the  rates  granted  ir  ^ 
the  Baltimore  &  Ohio  settlement  and  the  New  York  Central  award.  hHi 
account  of  the  overtime  limits  which  they  previously  enjoyed  the  emp' 
considered  they  would  not  fare  so  well  compared  with  other  neighborinc 
as  they  had  formerly;  also,  the  yard  rates  awarded  In  the  New  York 
arbitration  were  higher  than  the  rates  the  Pennsylvania  lines  were 
including  the  6  per  cent  increase. 

The  employees  declined  to  accept  this  settlement  and  on  July  14  nevoti^ 
were  broken  off,  the  men  notifying  the  company  that  they  would  Ie«Ti 
service  within  48  hours.  Several  days  later,  it  being  apparent  that  theiv 
a  lack  of  understanding,  conferences  were  resumed  and  further  adjn^^ 
made,  effective  from  June  1,  1910.  through  which  additional  Increases  nrr* 
ing  to  4.4  per  cent  In  road  service  and  6.9  per  cent  in  yard  service 
granted.    These  coupled  with  the  previous  adjustments  produced  an  liKfl 
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12.35  per  c«Qt  for  the  conductors  and  trainmen  on  the  Pennaylvania  lines 
t-      The  settlement  made  on  the  Pennsylvania  lines  west,  at  approximately 

same  time,  resulted  in  an  Increase  of  12.37  per  cent 
Vlille  there  has  been  no  definite  relation  between  the  rates  of  pny  of  en- 
ters, firemen,  conducotrs,  and  trainmen  for  a  great  many  years,  as  one  class 

employees  has  been  Increased  the  other  classes  were  correspondingly 
reased. 

Tkie  managements  of  the  eastern  lines  rec^ved  requests  from  their  engineers 
I  firemen  for*  adjustments  of  their  rates  of  pay  and  working  conditions, 
lie  the  negotiations  were  pending  with  the  conductors  and  trainmen,  and 
tleinents  were  made  by  these  companies  with  the  representatives  of  their 
ployees  very  largely  in  line  with  the  Increases  granted  the  conductors  and 
inmen. 

>ii  the  Baltimore  &  Ohio  Railroad,  effective  April  1.  1910,  the  engineers 
eived  increases  amounting  to  8.03  per  cent;  firemen,  9.04  per  cent.  Penn- 
vnnia  lines  east,  engineers,  effective  June  1,  12  per  cent;  firemen,  effective 
rll  1  and  June  1,  9.6  per  cent.  New  York  Central  &  Hudson  River  Railroad, 
jineers,  effective  May  1,  8.93  per  cent ;  firemen,  effective  May  1,  9.8  per  cent. 
ke  Shore  &  Michigan  Southern,  engineers,  effective  June  1,  8.6  per  cent; 
*men,  effective  May  1,  7  per  cent.  Michigan  Central,  engineers,  effective 
>t ember  1,  16.4  per  cent;  firemen,  effective  May  1,  16.93  per  cent.  Cleve- 
id,  Cincinnati,  Chicago  &  St.  Louis,  engineers,  effective  April  1,  11  per  cent; 
;men,  effective  June  1,  5.3  per  cent. 

^t  this  time  the  railroads  generally  also  increased  other  classes  of  employees 
greater  or  less  extent.    For  illustration : 

Dn  the  Baltimore  &  Ohio  Railroad  all  employees  receiving  less  than  $212 
r  month  \^re  increased  6  per  cent,  effective  April  1,  1910;  on  the  Pennsyl- 
Qia.  system  all  employees  receiving  less  than  $800  per  month  received  an 
rrease  of  6  per  cent,  effective  April  1,  1910. 

On  the  New  York  Central  and  Boston  &  Albany  Railroads  all  employees 
*e!vlng  less  than  $200  per  month  received  an  Increase  of  7  per  cent,  excepting 
iployees  whose  wages  had  been  increased  January  1,  1910. 
With  the  exceptions  of  increases  granted  to  certain  occupations  and  in  some 
ses  certain  classes  or  service,  the  rates  established  in  1910  continued  until 
e  engineers*  arbitration  in  the  year  1912.  In  January  of  that  year  the 
stem  railroads  were  presented  by  the  committees  representing  their  engl- 
ers,  with  a  request  for  revision  of  their  wage  schedules.  The  railroads  de- 
led to  handle  the  movement  collectively;  conferences  were  held  and  the  re- 
ests  of  the  engineers  were  declined.  They  appealed  this  decision  to  the  Indl- 
dnal  engineers  who  authorized  their  representatives  to  call  a  strike  In  the 
ent  of  satisfactory  settlement  not  being  reached.  After  the  so-called  strike 
►te  was  tabulated  conferences  were  resumed,  but  the  railroads  refused  to 
cede  from  their  position. 

Both  parties  refused  to  request  mediation  under  the  Federal  law,  but  the 
aderal  mediators  Intervened  of  their  own  volition.  Their  intervention  re- 
ilted  in  arranging  for  arbitration  by  a  special  board,  consisting  of  the  Hon. 
scar  Straus  (chairman),  Dr.  Charles  R.  Van  Hlse,  Hon.  Frederick  Newton 
idson,  Mr.  Otto  N.  Elglitz,  Mr.  Albert  Shaw,  Mr.  Daniel  Wlllard,  representing 
e  railroad  companies,  and  Mr.  P.  H.  Morrissey,  representing  the  employees. 
Hearings  were  held  from  July  15  to  27,  Inclusive,  and  the  board  rendered  its 
icislon  as  of  November  2,  1912,  effective  from  May  1.  1912. 
The  railroads  parties  to  this  arbitration  estimated  that  the  wages  of  engl- 
?ers  were  Increased  approximately  $1,600,000,  or  4  per  cent  The  award 
iving  been  rendered  in  November,  1912,  none  of  the  cost  appears  in  the 
cpenses  for  the  fiscal  year  ending  Jime  30,  1912,  the  Increase  for  May  and 
ine  being  taken  up  in  the  expenses  for  the  fiscal  year  ending  June  30,  1913. 
hese  rates  are  still  in  effect  for  the  engineers. 

The  application  of  this  award  to  the  Baltimore  &  Ohio  cost  $193,924.60.  or 
16  per  cent. 

The  agreement  to  arbitrate  the  engineers*  questions  was  executed  In  New 
ork  City  on  April  30,  1912.  On  April  29  the  president  of  the  Brotherhood  of 
ocomotive  Firemen  &  Englnemen  communicated  with  the  chairman  of  the 
onference  committee  of  managers,  Inclosing  a-  proposition  for  revision  of 
leir  schedules  and  asking  whether  It  would  be  agreeable  to  handle  the  nego- 
atlons  collectively  or  Individually.  The  railroad  companies  decided  to  handle 
:  collectively. 
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Owing  to  the  i)endiDg  hearings  in  the  engineers'  arbitration  proceedu^ 
negotiations  with  the  firemen  had  to  be  deferred.  Meetings  were  h^d  in  Ji 
and  August,  but  they  were  only  of  a  preliminary  nature.  Final  confensa 
began  on  December  3,  1912.  and'  with  several  intermissions  continued  vi 
January  IG,  when,  owing  to  the  inability  to  agree*  the  firemen  adjourned  ii 
presented  the  situation  to  the  employees  on  each  railroad  and  were  authorial 
to  call  a  strike  in  the  event  of  satisfactory  settlement  not  being  reached. 

On  February  11  conferences  were  resumed,  but  it  still  being  impossible  for  i- 
railroads  and  firemen  to  agree,  both  parties  joined  in  requests  to  the  Feiifr 
mediators  to  Intervene. 

This  Intervention  resulted  in  arranging  for  arbitration  under  tlie  terms  of  1 
Brdman  Act,  the  arbitrators  selected  being  the  Hon.  William  L.  CluimtaK 
chairman;  Mr.  W.  W.  Atterbury,  representing  the  railroad  companies;  ii 
Mr.  Albert  Phillips,  representing  the  employees. 

The  arbitration  proceedings  began  in  New  York  City  on  March  10,  tenstv 
ing  on  April  5.    The  decision  was  rendered  April  23,  effective  from  May  3.  WT 

Owing  to  numerous  questions  arising  under  this  award  It  has  not  been  apiii* 
In  Its  entirety  on  all  railroads,  but  the  conference  committee  of  managers  hi' 
made  a  careful  estimate  of  the  cost  thereof,  which  Is  $2,757,000  per  annam. 
9.4  per  cent,  based  on  operations  for  the  calendar  year  of  1912. 

The  Baltimore  &  Ohio  Railroad  Co.  has  applied  the  award,  and  careful  cs^ 
latlons  show  the  increased  cost  per  annum  to  be  $295,500,  or  10.57  per  cent 

While  the  negotiations  with  the  firemen  were  in  progress  a  commnnlca&: 
dated  December  28,  1912,  was  addressed  to  the  chairman  of  the  conference  ac 
mittee  of  managers  by  the  presidents  of  the  Order  of  Railway  Conductors  ?; 
Brotherhood  of  Railroad  Trainmen,  advising  that  on  January  6,  1913,  cert»: 
wage  propositions  would  be  presented  by  the  committees  of  the  two  orgafiit 
tions  to  the  representatives  of  the  eastern  railroads  east  of  Chicago  and  n«" 
of  the  Chesapeake  &  Ohio  Railroad,  and  Inquiring  whether  it  would  be  tv^ 
able  to  the  railroads  to  handle  the  negotiations  collectively  or  Individually.  C' 
various  dates  in  the  early  part  of  January,  1913,  each  of  the  railroads  inmlT- 
received  tliese  requests  from  their  respective  committees.  The  railroad  c^ 
panles  decided  to  handle  the  negotiations  collectively. 

On  account  of  the  pending  arbitration  proceedings  with  the  firemen  It  w- 
impossible  to  hold  conferences  until  April  22. 

It  developed  that  it  was  impossible  to  reach  a  settlement,  and  the  represeii! 
tives  of  the  conductors  and  trainmen  returned  to  their  respective  railroads,  ^ 
senting  the  situation  to  the  employees,  and  obtained  authority  to  dedare  • 
srike  in  the  event  of  their  inability  to  negotiate  satisfactory  settlement. 

Conferences  were  resumed  on  July  8,  continuing  with  several  lntermlssi«* 
until  July  16,  when  it  was  concluded  that  a  settlement  could  not  be  reached.  ' 
request,  signed  jointly  by  the  chairman  of  the  conference  committee  of  mansof.'' 
and  the  presidents  of  the  two  organizations,  was  thereupon  addressed  to  t> 
President  of  the  Ignited  States  for  the  services  of  the  Board  of  Mediation  :b 
Conciliation,  as  provided  In  the  Newlands  Act  which  had  recently  been  pafw 
superseding  the  Erdman  Act  . 

Through  this  Intervention  an  agreement  to  arbitrate  the  differences  wfi>^ 
tered  into  on  July  26.  The  board  selected  consisted  of  the  Hon.  Seth  I^:* 
chairman ;  Dr.  John  H.  Finley,  Messrs.  W.  W.  Atterbury  and  A.  H.  Smith,  rff 
resenting  the  railroad  company ;  and  Messrs.  L.  B.  Sheppard  and  D.  L.  Oe&* 
representing  the  employees. 

The  hearings  began  on  September  11  and  terminated  Octol>er  10.  The  awi" 
was  rendered  November  10,  effective  from  October  1,  1913.  Up  to  this  time  tfe 
award  has  not  been  applied,  but  the  arbitrators  state  In  their  award  that  t^ 
cost  is  estimated  at  $6,000,000  per  annum,  or  7  per  cent.  While  the  managwuff 
of  the  Baltimore  &  Ohio  and  the  representatives  of  the  employees  have  v 
up  to  this  time  had  conference  for  the  purpose  of  revising  the  schedule*  '^ 
conform  to  the  award,  careful  estimates  have  been  made  of  the  cost  therf' 
which  Indicates  that  the  wages  of  conductors  and  trainmen  on  the  railroad  » 
be  Increased  $578,112  per  annum,  or  7.55  per  cent 

It  will  be  seen  from  the  foregoing  that  since  and  in  addition  to  the  «■■* 
increases  granted  in  the  calendar  year  1910,  a  small  portion  of  which  t-' 
effective  in  the  fiscal  year  ending  June  30,  1910,  the  engineers,  firemen,  coud^ 
tors,  and  trainmen  have  been  awarded  increases  through  arbitration  proce** 
ings  amounting  to  $10,350,000  per  annum  on  the  eastern  railroads,  and  lucre. *^ 
in  rates  of  pay  have  been  granted  to  various  other  classes  of  labor  aroonnr- 
to  large  sums  in  the  aggregate  In  addition  to  those  granted  in  the  year  191^ 
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tatement  of  increases  in  wages  due  to  changes  in  rates  of  pay,  year  ended  June 
SO,  19 13 J  compared  with  year  ended  June  SO,  1910. 


Railroad. 


nn  Arbor 

BJtimore  &  Ohio,  iocladliig  Baltimore 

St  Ohio  Southwestern 

essMner  A  Lake  Erie 

ulTalo  A  Suaqaehamia 

ixflalo,  Rocbeeter  &  Pittsburgh 

3ntial  New  Eusland 

besapeake  &  Ohio 

tiJcago,  Indianapolis  &  LouisriUe 

Incinnatl,  Hamilton  &  Dayton 

ayton  it  Union 

eutwareA  Hudson 

elaware,  Lackawanna  &.  Western 

etroit,  Toledo  &  Ironton 

rie. 


ooklng  Vallev 

ADAwha  &  Michigan 

Alne  Central 

ew  York  Central  lines  1 

ew  York,  New  Haven  ii  Hartford. 

orfolk  dE  Western 

ennsvlyania,  east  and  west 

ere  Marquette 

atland 

oledo.  St.  Louis  dE  Western 

Tabash  Pittsburgh  Terminal 

rest  Side  Belt 

Wabash 

Western  Maryland 

nieeling  &  Lake  Erie 


Total  of  railroads  furnishing  infor- 
mation  

otal  of  all  raHroads 

ercentage  of  railroads  furnishing  infor- 
mation to  total 


Increase  in 
wages,  1913 
over  1910. 


$17,035.42 

4,060,014.82 
025,840.12 
138,006.30 
568,868.48 
172,701.96 

2,279,160.51 

240,54L96 

507,622.92 

7,795.50 

1,165,28L06 

2,291,024.44 
69,40L94 

1,610,53L00 
296,51L  10 
389,885.62 
612,477.90 

9,386,820.64 

2,461,604.29 

937,307.48 

18,068,673.64 

546,756.17 

175,029.84 

145,064.92 

39,866.63 

9,246.86 

997,607.63 

347,44L09 

422,269.68 


48,618,972.41 


Aggregate 
wages,  1913. 


1996.216.76 

4D,0L7,51L92 
2,ft90,253.75 
1,0$3,  (5^4.70 
*.  1(73.17(3. 18 
1,260,727.11 

U.07Tp77^J.7O 
2,765,733,86 
5,056,  7TH3. 63 
52, 171di.96 
<l,£W,8i11  56 

lfi,42fi,fln.32 
P53,V»5SL38 

24,751,014.01 
:tjS4,744.10 

i,:ykcj,(to.44 

4,3*^7,*KJia,83 

nT.&fi2,S0e.92 

28,151,432.51 

lfl,OM,m'.04 

ia3,ftSl,7W.22 

fit,^a5,A2i«.32 

1,603,31:^86 

t,sai,a4L90 

5«efi,  963.35 

W,0fcfi.l2 

14,278,^77.05 

X6a7,tWL\92 

3,^1,775.36 


506,635,062.78 


Gross  earnings, 
1913. 


Miles  of  first 
main  track 
operated. 


I2,282,99L00 

104,824,176.00 
9,012,362.00 
2,463,522.00 

10,972,828.00 
3,T08,97LOO 

35,635,904.00 
6,965,944.00 

10,071,297.00 
143,736.00 

24,762,980.00 

44,163,483.00 
1,673,286.00 

67,326,282.00 
7,817,644.00 
3,303,918.00 

11,499,768.00 
273,909,497.00 

70,215,979.00 

43,923,647.00 
382,446,214.00 

18,007,716.00 

3,706,98L00 

4,335,166.00 

814,318.00 

547,680.00 

31,982,455.00 
7,650,510.00 
7,863,676.00 


1,192, 002, 93L  00 
1,425,437,757.00 


29L90 

4,479.87 
212.64 
355.33 
576.46 
273.48 

2,337.70 
610.60 

1,014.60 
47.00 

1,117.72 
959.81 
44L29 

2,56L94 
35L50 
176.60 

1,217.36 
10,760.13 

1,996.45 

2,034.78 
11,225.00 

2,330.17 

415. 11 

450.58 

63.40 

22.46 

2,514.60 
543.00 
517.13 


49,903.44 
58,716.45 

84.90 


1  Excluding  Pittoburgh  &  Lake  Erie,  Lake  Erie  &.  Western,  Toledo  A  Ohio  Central,  Central  Illinoit 
Southern. 

Authorities:  Increase  in  wages,  1918  over  1910,  returns  of  the  railways  to  the  accounting  committee; 
Sgregate  wages,  1913;  gross  earnings.  1913;  miles  of  first  main  track  operated,  returns  of  the  railways 
» tbe  Interstate  Commerce  Commission. 
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Exhibit  A. 

A.— Amount  of  increase  in  fiscal  years  indicated  over  fiscal  year  1909  dws 
increased  rates  of  pay  and  changes  in  workinff  conditions — Based  on  Sffvv 
Hon  of  rates  in  effect  October,  1909,  compared  toith  those  in  effect  «■  * 
respective  years. 


Class  of  service. 


Increase 

year ended 

June  30, 

1910. 


Inonease 

year  ended 

Jane  30, 

1911. 


Conductors: 

Passen^ $10,W6.40 

Through  freight 16,413.25 

Local  and  pick-up ;  4,047.30  i 

Mineruns i  1,700.95 

Workandwreok |  4,286.50  , 

Mixed 823.90 


Total ;    37,967.3 


134,115.40 
52,353.90 
13,909.85 

5,425.50 
13,672.80 

2,628.00 


121,105.45 


Trainmen: 

Passenger— baggagemen 

Through  frelght—fiasmen 

Local  and  pick-up— flagmen . . . 

Mine  runs— flagmen 

Work  and  wreck— flagmen 

Mixed— flagmen 

Helpers— pushers:  flagmen.... 

Passenger— brakemen 

Through  freight— brakemen. . . 
Local  and  pick-up— brakonen. 

Mine  runs— brakemen 

Work  and  wreck— brakemen... 

Mixed— brakemen 

Switching— conductors 

Switching— brakemen 


Total. 


Engineers: 

Passenger 

Through  freight... 
Local  and  pick-up . 

Mineruns 

Work  and  wreck... 

Mbced 

Helpers— pushers. . 

Switching 

Electric— passenger 
Electric— freight. . . 


Total. 


Firemen: 

Passenger 

Tlu-ough  freight... 
Local  and  pick-up . 

Mineruns 

Work  and  wreck... 
Mixed. 


9,406.55  ;  38,490.00 

19,028.80  77,862.50 

4,862.60  I  19,896.85 

2,514.65  10,289.40 

3,200.90  13,097.45 

612,70:  2,507.15 

Helpers— pushers '      3,078.35  12,596.00 

Switching 6,313.50}  25,833.80 


11,313.30 
9,349.40 
3,292.85 
1,575.85 
3,839.90 
493.96 
35.30 
12,042.45 
15,335.35 
4,386.55  I 
3,328.15  I 
2,940.05  I 
1,940.45  I 
14,465.10 
33,763.60 


37,428.35 
30,930.90 
10,893.90 

5,213.50 
11,049.55 

1,634.10 
116.70 
39,840.60 
50,734.50 
14,512.25 
11,010.65 

9,726.70 

6,419.60 
75,437.50 
187,423.05 


117,602.25       492,371.85 


11,695.85 
36,280.25  i 
7,016.10 
3,412.45 
5,359.40 
757.55 
4,481.50  I 
11,794.95  ; 


47,447.65 
106,613.65 
28,462.05 
13,843.70 
21,742,05 
3,073.15 
18,180.60 
47,849.75 


70,798.05       287,213.50 


Total. 


Total  conductors  and  trainmen 

Total  engineres  and  firemen 

Operators 

Maintenance  of  equipment  employees. . 

Maintenance  of  way  employees 

Miscellaneous  (all  other  employees) 


Grand  total.. 


Increase 

year  ended 

June  30, 

1912. 


188,097.70 
57,418.80 
13,202.75 

7,208.30 
13,709.40 

2,00L45 


132,718.40 


87,350.30 
32,204.35 
10,313.00 

6,630.35 
10,421.40 

1,853.40 
100.15 
44,026.05 
64,053.05 
13,700.10 
13,175.30 

0,180.55 

6,877.05 
70,363.10 
109,335.95 


Increase    ,  Esca# 

yearended  i   warn 

June  90,    I  yurK 

1913.         ow» 


162,104.15 
88,706.40 
15,844.80 
17,693.30 
15,055.65 


5,141.65  \ 


ILTI 
UK- 

10-*- 


204,545.05      1«  5^-i 


63,654.70, 
53,670.40  I 
11,920.65 
16,254.50 
11,844.20 
3,804.15 
118.80 
01,038.70  I 

166,836.70 
15,640.10  , 
30,149.45  \ 
10,470.50 
0,000.80 
02,836.53 

235,69L90 


43.  K 

44,:3 

14,' 

^» 
lait. 
lit 

AC 

75.^* 

aa.0 


520,802.70  1    802,050.06     fiSJ^i 


47,457.70  ' 
153,372.00  , 
31,634.15  I 
18,557.85  I 
23,130.65  > 
3,612.20  i 
27,210.55 
65,328.30 


370,304.30 


00,181.35 
108.114.10 
61,100.70 
44,102.80 
40,317.50 
14,075.50 
71,635.05 
90,363.45 
118.45 
236.90 


610,253.80 


in.5* 


538.^ 


39,177.49 
96,666.21 
21,183.15  ! 
11,560.90 
13,460.15 
2,632.55 
16,717.15 
40,307.45 


49,018.05  ,    200,573.15      240,723.05 


166,569.55  ,    613,477.30 

119,816.10  487,786.65 

24,301.36  81,042.00 

173,174.21  616,127.84 

103,787.00  1    379,237.00 

113,03L99  '    581,221.61 


662,521. 10 
611,027.35 
133,007.65 
780,544.08 
460,802.00 
601,134.14 


689,680.20  2,768,702.40  3,248,216.32 


51,737.36 
123,750.13 
27,631.90 
17,353.75 
18,050.60 
4,300.90 
23,302.80 
48,375.40 


ttff 

jt»J 

5t. 


314,302.83     »> 


1,007,406.03  SSltfJ 
024,456.63  »».)•; 
168.133.45      ia;j 

1,362,306.77  ItW'S 
783,767.00  »* 
673,«86.14     »< 


4,758,605.02  4,im«* 


Grand  total  increase,  years  1910,  1911,  1912,  and  1913,  811,465,383.92. 
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ments,  and  Mr.  Patterson,  as  chairman  of  the  committee  of  oounstJ 
will  act  for  the  railroads  during  such  discussion  as  may  follow. 

Conmaissioner  Harlan.  Mr.  l^atterson. 

Mr.  Patterson.  Mr.  Chairman,  as  stated  by  Mr.  Willard,  for  sp^ 
eral  dajrs  we  have  taken  up  and  carefully  considered  with  the  tniq 
accounting,  and  operating  officers  these  various  questions,  and  hn 
prepared  certain  memoranda  with  reference  thereto  as  to  poii^ 
which  we  wish  to  have  developed  before  the  commission  for  the  pr^ 
pose  of  finding  out  exactlv  the  scope  of  the  questions  and  the  eit^ 
of  the  labor  or  expense  that  is  involved  therein  and  the  possibili^ 
of  making  some  suggestion  with  reference  thereto  which  would  mti 
mize  both  the  labor  and  expense.  It  seems  to  me  the  quickest «! 
in  which  we  could  get  at  those  would  be  to  take  up  such  of  tW 
questions  as  I  shall  refer  to  here  and  discuss  them  for  a  few  monwEi^ 
in  detail,  and  I  will  ask  the  accounting  officers  who  are  here  to  expre 
their  views  or  to  make  any  suggestions  with  reference  to  the  same. 

Group  B. — Revenues  and  the  conservation  thereof. 

Question  No.  6. — From  the  originals  or  copies  of  waybills  included  in  fre^ 
revenue  accounts  for  the  month  of  October,  1913,  prepare  and  submit  statenc" 
on  Forms  1,  2,  3,  and  4,  embracing  the  Interstate  transportation  of  all  «ri** 
shipments  from  such  points  of  origin  to  such  points  of  destination  as  will  r^ 
sent  the  movement  in  the  greatest  volume  of  each  of  the  commoditlefi  li^ 
below,  the  application  of  the  published  rates,  rules,  and  regulations  to  the  trJ* 
porta tion  of  such  commodities,  and  certain  traffic  statistics  in  connectioii  ti^^ 
with. 

Mr.  Patterson.  I  will  now  ask  your  attention  first,  sir,  to  quests 
No.  6.  That  is  on  page  9,  under  the  heading  of  "  Revenues  and  t> 
conservation  thereof." 

We  had  assumed,  from  the  scope  of  that  question,  that  what  lii 
commission  was  trying  to  arrive  at,  or  the  information  that  tif 
desire  in  answer  to  that  question,  was  either  the  average  rate  per  ui 
per  mile  on  certain  commodities  or  the  average  revenue  per  ton  j« 
mile — probably  the  latter,  by  reason  of  the  question  of  the  absorpctf 
of  the  switching  charges  and  the  deduction  of  lighterage  charges,* 
The  importance  of  that  question,  so  far  as  the  matter  of  woric  iscof 
cemed,  lies  in  the  question  as  to  the  number  of  i>oints  of  origin  u- 
the  number  of  points  of  destination  desired.  Obviously,  if  ycrti  ^^ 
take  the  entire  grain  traffic  and  try  to  get  that  information,  it  ^^ 
mean,  for  example,  in  the  case  of  the  Pennsylvania  Railroad,  ta 
examination  of  a  million  waybills,  and  in  the  case  of  the  New  Toes 
Central  Railroad  an  examination  of  800,000  waybills,  which  would  p 
volve  an  enormous  expense.  I  assume  that  that  is  not  the  inforEf 
tion  required  by  the  question  at  all,  but,  rather,  the  carriers  shall  se^ 
gest  one  or  two  points  where  this  traffic  is  of  considerable  importti^ 

Mr.  Shriver,  have  you  any  suggestions  with  reference  to  ttis  q^ 
tion  No.  6? 

Mr.  Shriver.  Mr.  Patterson,  we  would  suffgest  with  referenje^ 
this  question,  as  to  the  amount  of  work  involved,  that  it  would  *- 
pend  very  largely  on  the  number  of  destinations  that  were  to  ^. 
considered.  We  feel  that  in  any  event,  regardless  of  the  numbff . 
destinations,  it  would  practically  mean  the  handling  of  the  ent^ 
waybills  for  a  month.  On  the  Baltimore  &  Ohio  Railroad  Co-J^ 
instance,  that  would  mean  the  handling  of  550,000  waybills.  I'l 
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leals  with  carloads,  it  would  mean  55.000  carloads  to  be  followed  up, 
>ut  it  would  be  necessary  to  handle  nil  the  waybills. 

We  found  on  a  previous  occasion,  in  handling  that  work,  that  it 
ook  something  like  45  days,  with  probably  100  men,  to  work  up 
he  data.  Now,  as  to  the  time  it  will  take  and  the  amount  of  work 
nvolved,  that  would  be  a  good  deal  determined  by  the  number  of 
lestinations  which  would  be  found  to  be  necessary.  On  the  coal 
dlling  we  have  selected  175  destinations  as  covering  the  principal 
(lovements,  and  in  merchandise  about  350  destinations.  That  would 
over  a  tonnage  of  250  tons  or  over  in  the  month  to  any  one  destina- 
ion  in  merchandise  and  in  coke  and  5,000  tons  in  coal. 

Now,  it  is  just  a  question  of  whether  you  care  to  go  into  that  at 
his  time,  or  whether  that  is  a  matter  that  we  should  go  over  with 
he  statisticians  of  the  commission  later. 

Commissioner  Harlan.  Mr.  Brandeis. 

Mr.  Brandeis.  On  page  10  of  the  questions,  Mr.  Commissioner, 
5  an  indication  as  to  what  this  question  covers : 

Before  be^nnlng  the  work  of  compUing  these  statements,  the  respondent  wiU 
abmit  a  preliminary  statement  to  the  commission  for  its  approval,  containing 

list  of  the  principal  points  of  origin  and  principal  points  of  destination 
elected  to  represent  the  movement  in  the  greatest  volume  of  each  of  the  com- 
lodlties  listed  above  under  the  four  classes  of  rates  described  above. 

The  form  of  this  preliminary  statement  shall  be  as  follows : 

It  was  designed  that  the  carriers  should  submit  their  suggestions 
o  the  commission,  who  would  then,  through  the  accounting  officials, 
elect  certain  destinations,  and  relieve  the  carriers,  so  far  as  possible, 
rom  any  labor  except  that  which  was  absolutely  necessary  to  develop 
rhat  the  commission  had  in  mind. 

Mr.  Shriver.  We  have  such  lists  here. 

Mr.  Brandeis.  The  commission  will  take  it  up  promptly,  and  the 
ccounting  officers  will  take  it  up  at  once  and  communicate  with  you 
n  regard  to  it. 

Mr.  Bond.  The  question  in  my  mind  is  whether,  when  you  say 
principal  destinations,"  you  mean  enough  to  show  the  majority  of 
he  tonnage  or  whether  you  simply  mean  where  there  is  a  large  ton- 
lage.  That  is  what  we  could  not  make  out;  how  many  destinations 
ou  had  to  have. 

Mr.  Brandeis.  It  was  not  considered  a  question  of  the  majority 
•f  the  tonnage,  but  the  large  tonnage,  the  illustrative  tonnage,  and 
re  desired  that  you  should  submit  your  suggestions  in  order  that 
re  might  develop  the  suggestions  and  select  ttiose  which  seemed  to 
s  illustrative. 

Mr.  Patterson.  Now,  Mr.  Shriver,  in  that  connection,  is  it  of 
practical  importance,  so  far  as  the  labor  and  expense  are  concerned, 
f,  for  instance,  you  select  only  3  destinations  or  if  you  select  10 
lestinations?  Take,  for  instance,  the  question  of  your  grain  move- 
lent,  your  all-rail  movement  from  Chicago,  and  your  ex-lake  movc- 
lent  irom  Fairport.  Let  us  assume  that  does  not  cover  the  bulk 
f  the  tonnage — of  course,  it  does,  in  fact — ^but  let  us  assume  that  it 
loes  not.  Is  the  question  of  using  three  or  four  destinations  with 
eference  to  that  of  any  importance,  so  far  as  the  time  and  labor 
re  concerned? 

Mr.  Shriver.  To  lessen  the  number  of  destinations  selected,  of 
ourse,  would  reduce  the  work  very  much.    It  would  be  necessary 
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ments,  and  Mr.  Patterson,  as  chairman  of  the  committee  of  ooqbs{ 
will  act  for  the  railroads  during  such  discussion  as  may  follow. 

Commissioner  Hablan.  Mr.  Patterson. 

Mr.  Patterson.  Mr.  Chairman,  as  stated  by  Mr.  WiUard,  for  sp 
eral  days  we  have  taken  up  and  carefully  considered  with  the  tni 
accounting,  and  operating  officers  these  various  questions,  and  ui 
prepared  certain  memoranda  with  reference  thereto  as  to  pcd 
which  we  wish  to  have  developed  before  the  commission  for  die  p 
pose  of  finding  out  exactlv  the  scope  of  the  questions  and  the  e£Ed 
of  the  labor  or  expense  that  is  involved  therein  and  the  poasihii^ 
of  making  some  suggestion  with  reference  thereto  which  would  vt 
mize  both  the  labor  and  expense.  It  seems  to  me  the  quickest  ^ 
in  which  we  could  get  at  those  would  be  to  take  up  such  of  titf 
questions  as  I  shall  refer  to  here  and  discuss  them  for  a  few  m<ffld 
in  detail,  and  I  will  ask  the  accounting  officers  who  are  here  to  eip« 
their  views  or  to  make  any  suggestions  with  reference  to  the  samt 

Group  B. — Revenues  and  the  conservation  thereof. 

Question  No.  6. — From  the  originals  or  copies  of  waybills  included  in  frei 
revenue  accounts  for  the  month  of  October,  1913,  prepare  and  submit  statct'J 
on  Forms  1,  2,  3,  and  4,  embracing  the  interstate  transportation  of  all  fui-^ 
shipments  from  such  points  of  origin  to  such  points  of  destination  as  will  w.i 
sent  the  movement  in  the  greatest  volume  of  each  of  the  commodities  jsi 
below,  the  application  of  the  published  rates,  rules,  and  regulations  to  the  tnJ 
porta  1 1  on  of  such  commodities,  and  certain  traffic  statistics  in  connection  ta 
with. 

Mr.  Patterson.  I  will  now  ask  your  attention  first,  sir,  to  qoesri 
No.  6.  That  is  on  page  9,  under  the  heading  of  "  Revenues  and  i 
conservation  thereof." 

We  had  assumed,  from  the  scope  of  that  question,  that  what  i 
commission  was  trying  to  arrive  at,  or  the  information  that  ^ 
desire  in  answer  to  that  question,  was  either  the  average  rate  perc 
per  mile  on  certain  commodities  or  the  average  revenue  per  tec  J 
mile — ^probably  the  latter,  by  reason  of  the  question  of  the  absorb 
of  the  switching  charges  and  the  deduction  of  lighterage  diarges^ 
The  importance  of  that  question,  so  far  as  the  matter  of  work  is  H 
cemed,  lies  in  the  question  as  to  the  number  of  i>oints  of  origin  « 
the  number  of  points  of  destination  desired.  Obviously,  if  yoa  wd 
take  the  entire  grain  traffic  and  try  to  get  that  information,  it  wc^ 
mean,  for  example,  in  the  case  of  the  Pennsylvania  Railroid.j 
examination  of  a  million  waybills,  and  in  the  case  of  the  New  Ti 
Central  Railroad  an  examination  of  800,000  waybills,  which  wooHl 
volve  an  enormous  expense.  I  assume  that  that  is  not  the  inf ck^ 
tion  required  by  the  question  at  all,  but,  rather,  the  carriers  shall  ^ 
gest  one  or  two  points  where  this  traffic  is  of  considerable  impwrtcj 

Mr.  Shriver,  have  you  any  suggestions  with  reference  to  fliis  fa 
tion  No.  6? 

Mr.  Shriver.  Mr.  Patterson,  we  would  suffgest  with  referenff 
this  question,  as  to  the  amount  of  work  involved,  that  it  wouK 
pend  very  largely  on  the  number  of  destinations  that  were  u 
considered.  We  feel  that  in  any  event,  regardless  of  the  nxanhe 
destinations,  it  would  practically  mean  the  handling  of  the  ecr 
waybills  for  a  month.  On  the  Baltimore  &  Ohio  Railroad  Co-p 
instance,  that  would  mean  the  handling  of  550,000  waybills.   I* 
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jals  with  carloads,  it  would  mean  55.000  carloads  to  be  followed  up, 

it  it  would  be  necessary  to  handle  all  the  waybills. 

We  found  on  a  previous  occasion,  in  handling  that  work,  that  it 

ok  something  lixe  45  days,  with  probably  100  men,  to  work  up 

le  data.    Now,  as  to  the  time  it  will  take  and  the  amount  of  work 

volved,  that  would  be  a  good  deal  determined  by  the  number  of 

istinations  which  would  be  found  to  be  necessary.     On  the  coal 

lling  we  have  selected  175  destinations  as  covering  the  principal 

ovements,  and  in  merchandise  about  350  destinations.    That  would 

•ver  a  tonnage  of  250  tons  or  over  in  the  month  to  any  one  destina- 

3n  in  merchandise  and  in  coke  and  5,000  tons  in  coal. 

Now,  it  is  just  a  question  of  whether  you  care  to  go  into  that  at 

is  time,  or  whether  that  is  a  matter  that  we  should  go  over  with 

e  statisticians  of  the  commission  later. 

Conunissioner  Harlan.  Mr.  Brandeis. 

Mr.  Brandeis.  On  page  10  of  the  questions,  Mr.  Commissioner, 

an  indication  as  to  what  this  question  covers : 

Before  be^nnlng  the  work  of  compiUng  these  statements,  the  respondent  will 
bmlt  a  preliminary  statement  to  the  commission  for  its  approval,  containing 
list  of  the  principal  points  of  origin  and  principal  points  of  destination 
lected  to  represent  the  movement  in  the  greatest  volume  of  each  of  the  com- 
Klltles  listed  above  under  the  four  classes  of  rates  described  above. 
The  form  of  this  preliminary  statement  shall  be  as  follows: 

It  was  designed  that  the  carriers  should  submit  their  suggestions 

the  commission,  who  would  then,  through  the  accounting  officials, 
lect  certain  destinations,  and  relieve  the  carriers,  so  far  as  possible, 
om  any  labor  except  that  which  was  absolutely  necessary  to  develop 
dat  the  commission  had  in  mind. 
Mr.  Shriver.  We  have  such  lists  here. 

ilr.  Brandeis.  The  commission  will  take  it  up  promptly,  and  the 
counting  officers  will  take  it  up  at  once  and  communicate  with  you 

regard  to  it. 

Mr.  Bond.  The  question  in  my  mind  is  whether,  when  you  say 
principal  destinations,"  you  mean  enough  to  show  the  majority  of 
e  tonnage  or  whether  you  simply  mean  where  there  is  a  large  ton- 
ge.  That  is  what  we  could  not  make  out;  how  many  destinations 
►u  had  to  have. 
Mr.  Brandeis.  It  was  not  considered  a  question  of  the  majority 

the  tonnage,  but  the  large  tonnage,  the  illustrative  tonnage,  and 
>  desired  that  you  should  submit  your  suggestions  in  order  that 
5  might  develop  the  suggestions  and  select  those  which  seemed  to 

illustrative. 

Mr.  Patterson.  Now,  Mr.  Shriver,  in  that  connection,  is  it  of 
actical  importance,  so  far  as  the  labor  and  expense  are  concerned, 

for  instance,  you  select  only  3  destinations  or  if  you  select  10 
stinations?  Take,  for  instance,  the  question  of  your  grain  move- 
jnt,  your  all-rail  movement  from  Chicago,  and  your  ex-lake  move- 
mt  xrom  Fairport.    Let  us  assume  that  does  not  cover  the  bulk 

the  tonnage — of  course,  it  does,  in  fact — ^but  let  us  assume  that  it 
es  not.  Is  the  question  of  using  three  or  four  destinations  with 
ference  to  that  of  any  importance,  so  far  as  the  time  and  labor 
B  concerned? 

Mr.  Shriver.  To  lessen  the  number  of  destinations  selected,  of 
urse,  would  reduce  the  work  very  much.    It  would  be  necessary 
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to  review  practically  the  entire  billing  in  order  to  pick  out  thi 
various  commodities,  but  the  point,  however,  would  be  as  to  ^W 
you  consider  the  volume  of  tonnage.  For  instance,  I  see  that  ^ 
have  335  destinations,  covering  the  tonnage  of  more  than  250  tons  a 
any  one  destination  a  month.  On  coal  we  have  175  destmations  i 
5,(X)0  tons  or  over.  Now,  it  would  be  a  question,  possiblv,  of  selectiq 
some  minimum  tonnage  that  the  commission  would  desire  to  tr 
worked  up.  ^ 

Commissioner  Harlan.  Mr.  Shriver,  do  you  mean  that  thert  i 
any  great  work  involved  in  the  preparation  of  this  prelimic-^ 
statement  to  the  commission  ? 

Mr.  Shriver.  We  have  such  preliminary  statements  here,  sir.  i 
far  as  the  Baltimore  &  Ohio  Railroad  is  concerned.  It  is  soiurJ 
rized,  and  that  is  what  they  represent,  that  there  are  335  destinsd-i 
covering  a  tonnage  of  250  tons  or  over  in  a  month  on  merchanij 
and  175  destinations  on  coal. 

Mr.  Brandeis.  I  would  suggest,  in  connection  with  this  matvi 
that  Mr.  Carmalt  will  arrange  for  a  conference  between  Mr.  Shr.1 
and  the  officers  of  the  commission  and  that  this  matter  thee  ) 
brought  up  with  a  view  of  minimizing  the  work. 

Mr.  Patterson.  In  that  connection,  Mr.  Wishart,  do  you  dc^i 
to  make  any  statement  ? 

Mr.  Newcomb.  Mr.  Chairman,  I  wish  to  say  that  Mr.  Shrivd 
statement  veiy  largely  covers  the  statement  I  wish  to  make  I 
behalf  of  the  Delaware  &  Hudson  Railroad  Co. 

The  principal  observation  which  I  wish  to  make  is  that  ci 
would  necessitate  the  handling  of  all  of  the  revenue  waybills  for  ri 
railroad  covered  by  their  files  for  all  points  of  origin,  and  it  vd 
be  necessary  to  go  over  completely  all  of  the  waybills,  no  miT\ 
how  small  the  amount  of  the  commodity  would  be  that  wovlA  | 
finally  taken  off. 

Some  time  ago  an  analysis  was  made  of  the  carload  traffic  of  1 
Delaware  &  Hudson  Co.  coverijig  the  months  of  October  and  X^i 
1011,  but  not  taking  off  as  much  data  as  apparently  is  asked  fc^j 
this  question.  That  required  the  employment  of  between  30  aiK  j 
clerks  for  a  period  of  45  days.  An  extra  force  had  to  be  orguij 
for  that  purpose,  and  the  expense  to  the  company  was  over  |l5.'H 
We  feel  that  possibly  the  data  resulting  from  that  inquiry,  wL 
we  would  be  glad  to  submit  to  the  commission  now  or  at  any  ot^ 
time,  would  cover  all  of  the  purposes  of  this  particular  questioa 

Commissioner  Harlan.  Well,  I  understand  the  question  wi- 
framed  as  to  put  the  commission  in  possession  of  the  prelimir' 
statements,  with  a  view  to  minimizing  the  labor  of  the  can> 
and  I  also  understand  from  what  Mr.  Shriver  said  that  it  would ' 
involve  much  labor  to  present  this  preliminary  matter  to  the  ^  1 
mission.  If  that  is  done,  then  Mr.  Carmalt  can  take  it  up  in '^ 
ference  with  the  various  carriers,  and  I  assume  that  there  wiF 
no  great  difficulty  in  arriving  at  some  phase  that  will  minimizp ' 
labor  to  the  utmost  possible  extent  ana  meet  the  requirements 

Mr.  Patterson.  Mr.  Carmalt,  will  you,  in  that  connexion, 
taking  up  the  (}uestion  of  having  this  information,  consider^ 
question  of  having  this  information  furnished  as  a  system?  J 
instance,  the  Pennsylvania  Railroad  Co.,  from  Chicago  to  F 

Digitized  by  VjOOQ IC 


FIVE  PER  CENT  CASE.  1025 

elphia,  has  two  operating  companies,  and,  to  simplify  matters,  would 
on  take  it  up  as  a  system? 

Mr.  Brakdeis.  All  of  those  matters  will  be  taken  up  in  detail 
dth  the  commission,  and  we  will  confer  with  your  officials  on  that 
ubject. 

Mr.  Patterson.  Yes,  sir. 

Commissioner  Harlan.  Mr.  Carmalt,  are  you  ready  to  go  ahead 
s  soon  as  the  carriers  are  ready  ? 

Mr.  Carmalt.  Yes,  sir. 

Conamissioner  Harij^n.  What  is  the  next  question,  Mr.  Patterson? 

Mr.  Patterson.  The  next  question,  Mr.  Conmiissioner,  is  question 
To.  9. 

Commissioner  Harlan.  On  page  11? 

Mr.  Patterson.  On  page  11 ;  yes,  sir;  question  No.  9. 

Question  No,  9. — Give  on  Form  No.  10.  as  required  by  headings  and  instruc- 
ons  thereon,  Information  regarding  services  performed  by  the  respondent  com- 
my  during  October,  1913,  in  "spotting"  cars  for  loading  or  unloading  on 
rivate  traclis. 

Mr.  Patterson.  That  question,  sir,  .is  the  question  regarding  the 
jrvices  performed  by  the  company  during  the  month  of  October  in 
netting  cars  for  the  loading  or  unloading  on  private  tracks.  Now, 
a  the  form  the  fii*st  column  is  the  location  of  the  tracks.  Do  you 
Bsire  a  copy  of  the  form,  sir? 

Commissioner  Harlan.  I  have  it  here,  Mr.  Patterson. 

Mr.  Brandeis.  Form  No,  10? 

Mr.  Patterson.  Form  No.  10.  That  involves,  as  specified  there, 
le  place  of  location  of  all  of  these  sidings.  How  many  sidings,  Mr. 
hriver,  would  you  say  the  Baltimore  &  Ohio  Eailroad  Co.  has? 

Mr.  SiiRnnER.  Of  the  character  of  sidings  coming  under  this  sub- 
let probably  3,000. 

Mr.  Patterson.  And  the  Pennsylvania  Eailroad  Co.  and  the  New 
ork  Central  have  a  substantially  larger  number? 

Mr.  Siiriver.  I  believe  they  have. 

Mr.  Patterson.  Of  course  the  class  of  siding  can  be  speHfied 
lere,  and  the  industry  served,  giving  the  number  of  cars  spotted. 
hat  could  be  procured,  I  assume,  if  by  the  word  "spotted"  is 
eant  there  the  preliminary  placing  of  the  car  for  loading  or  unload- 
g ;  but  if  you  have  a  case  where  an  industry's  tracks  are  shifted  two 
•  three  times  a  day,  and  each  shifting  will  involve  a  separate  move- 
ent  of  the  car,  I  know  of  no  way  in  which  that  can  be  included. 
Mr.  Brandeis.  That  was  not  intended. 

Mr.  Patterson.  It  was  simply  intended,  then,  to  ascertain  the 
iinber  of  cars  which  were  placed  for  loading  or  unloading  on 
•ivate  sidings? 

Mr.  Brandeis.  And  if  they  moved  from  one  plant  to  another 

Mr.  Patterson.  Oh,  that  is  intermill. 

Mr.  Brandeis  (continuing).  Then  we  would  want  that. 

Mr.  Patterson.  Oh,  yes.    Of  course,  there  is  a  separate  charge  for 

at,  and  it  would  be  possible  to  ascertain  that ;  but  this  shifting  of 

e  industry's  tracks  from  hour  to  hour  or  day  to  day,  there  is  no 

cord  of  that. 
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Commissioner  Harlan.  Very  well. 

Mr.  Patterson.  We  will  have  to  consider  also  the  question  of  tia 
description  of  the  service. 

Commissioner  Harlan.  Very  well.  Then  we  will  pass  to  the  nen 
question,  Mr.  Patterson. 

Mr.  Patterson.  The  next  questions,  sir,  are  question  Na  K 
question  No.  11,  and  question  No.  12.    They  can  be  grouped. 

Commissioner  Harlan.  In  what  group  is  that— C? 

Mr.  Patterson.  That  is  group  C,  sir. 

Commissioner  Harlan.  Very  well. 

Gboup  0. — Economy. 

[Special  notes  applying  to  questions  in  tbls  group.] 

.  Note  1. — Wherever  copies  of  contracts  or  agreements  are  required  to  be  i^ 
turned  the  following  data  will  be  returned  as  supplemental  and  additi^^ 
thereto : 

(a)  Copies  of  calls  for  bids,  with  names  and  business  addresses  of  fis< 
corporations,  individuals,  or  other  i)arties  invited  to  submit  bids. 

(6)  CJopies  of  all  tenders  or  responses  to  calls  for  bids. 

(o)  Copies  of  all  letters  of  acceptance  of  bida 

(d)  Copies  of  all  specifications  which  are  to  be  observed  by  the  contracts 
or  vendor. 

Note  2. — Wherever  "material  "  is  mentioned  herein  it  will  be  understood '• 
include,  among  other  things,  locomotive  fuel  coal  and  coke. 

Question  No.  /(?.— Give  on  Forms  11,  12,  13.  and  14,  as  required  by  hetdia? 
and  instructions  thereon,  information  regarding  all  equipment  purchased  «** 
put  In  service  by  the  respondent  between  July  1,  1888,  and  June  90,  1Sf]t 

Supplemental  to  the  data  furnished  on  the  forms  respondent  carriers  w^ 
submit  the  following: 

(a)  Copies  of  contracts.    (See  special  note  1.) 

(h)  Lists  of  appliances,  fittings,  and  fixtures  to  be  applied. 

(c)  Statement  of  conditions  under  which  the  appliances,  fittings,  and  fixtore* 
are  to  be  furnished.  (If  any  appliances,  fittings,  or  fixtures  were  fumidec 
by  respondent,  the  full  conditions  relative  thereto  should  be  stated.) 

(d)  Statement  of  the  rebates  to  be  allowed  by  the  firms,  corporttions.  r 
Individuals  furnishing  the  appliances,  fittings,  and  fixtures. 

(e)  List  showing  names  and  business  addresses  of  firms,  corporatioDa/- 
individuals,  or  selling  agents  for  firms,  corporations,  or  IndividnalB  sopiiTC 
the  appliances,  fixtures,  or  fittings  specified  in  contract  or  specifications. 

(/)  The  names  and  business  addresses  of  all  firms,  corporations,  and  l*^ 
vlduals  with  whom  negotiations  Incident  to  the  letting  of  contracts  or  tfc 
supplying  of  appliances,  fittings,  or  fixtures  were  conducted.  ^^ 

In  case  equipment  trust  obligations  were  issued  to  cover  any  portion  oC  »** 
cost  of  equipment  returned  on  the  forms  mentioned,  the  respondent  carriw^ 
submit,  with  its  return,  copies  of  the  resolutions  of  its  executive  or  other  cc^ 
mittce  or  of  its  board  of  directors,  authorizing  the  Issuance  of  such  obligati** 
and  a  full  and  complete  statement  which  will  show  in  detail  all  the  drcumst^^ 
in  connection  with  the  disposal  of  the  obligations,  the  name  or  names  and  p* 
ness  addresses  of  the  purch.'^ser  or  purchasers,  the  name  or  names  and  bosn«*f 
addresses  of  all  firms,  corporations,  or  individuals  who  acted  as  IntennedUiT 
the  disposal  of  the  obligations,  the  price  at  which  the  securities  sold,  and  the  e« 
missions  or  other  expenses  paid,  whether  charged  to  the  cost  of  the  equips 
or  otherwise. 

In  the  case  of  equipment  built  by  forces  of  the  respondent  carrier,  a  ^ 
ment  showing  details  of  the  cost  will  be  submitted,  the  statement  to  ^J^, 
•in  totals  only  the  actual  cost  of  the  labor  and  material  used,  the  cost  oi  -' 
supervision,  and  the  amounts  added  for  use  of  tools  and  analogous  items. 

Question  No.  ii.~Fumish  copies  of  all  contracts  or  agreements  eD^f*lS 
with  corporations,  firms,  or  individuals  covering  the  purchase  of  material  l»* 
Ing  the  treatment  of  ties  and  the  sale  of  scrap,  during  the  fiscal  years  «»^ 
June  80,  1010,  and  June  80,  1013.    (See  special  note  1.) 
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Question  No.  12, — Furnish  copies  of  all  specifications  governing  the  purchase 
material  not  purchased  through  contnict  for  tlie  years  ended  June  30.  1910, 
d  June  30,  1913. 

Mr.  Patterson.  Under  questions  10,  11,  and  12,  the  commission 
sires  copies  of  all  contracts  or  agreements  entered  into  with  cor- 
>rations,  firms,  or  individuals  covering  the  purchase  of  material, 
eluding  the  treatment  of  ties  and.  the  sale  of  scrap,  during  the  fiscal 
iars  ended  June  30,  1910,  and  June  30, 1913 ;  and  to  furnish  copies 

all  specifications  governing  the  purchase  of  material  not  purchased 
rough  contract  for  the  years  ended  June  30,  1910,  and  June  30, 
>13.^  In  addition  to  that,  the  question  calls  for  the  copies  of  calls 
T  bids,  the  names  aiid  addresses  of  firms,  copies  of  all  tenders  or  re- 
houses to  calls  for  bids,  and  copies  of  all  letters  of  acceptance  of  bids. 
do  not  know  how  many  transactions  or  how  many  separate  pieces  of 
iper  that  those  three  questions  would  cover.  I  had  an  estimate 
ade  for  me  by  one  of  the  lines,  which  said  that  that  would  involve 
>pying  13,000  pages  of  paper.  How  accurate  that  is  I  do  not  know. 
,  could  not  be,  in  its  nature,  anything  much  more  than  a  guess. 
How  many  transactions  do  you  suppose  a  compliance  with  this 
lestion  would  represent  on  the  Baltimore  &  Ohio  Railroad? 
Mr.  Shriver.  Well,  it  would  depend  entirely  on  what  you  con- 
der  a  contract. 

Mr.  Patterson.  Assiuning  contracts  and  agreements  of  anv  kind 
)r  the  purchase  of  material  and  all  transactions  made  on  specification 
here  tnere  is  no  formal  contract. 

Mr.  Shriver.  If  we  were  going  to  cover  every  material  purchased 
I  the  year,  I  think  it  would  mean  about  100,000  transactions.  For 
latters  of  equipment  it  would  involve  copies  of  specifications  and 
lue  prints  and  the  various  tenders  and  a  large  amount  of  corre- 
3ondence  with  relation  to  different  parts,  and  in  this  period  it  would 
ivolve  probably — well,  we  had  one  contract  figured  out  in  which 
lere  were  2,000  communications  in  placing  one  lot  of  cars;  and  in 
[lis  period  there  probably  have  been  10  or  15  such  arrangements. 

Mr.  Patterson.  Now,  the  carriers  suggest,  Mr.  Commissioner,^  if 
be  commission  wishes  to  examine  all  of  these  documents,  which 
?^ill  be  up  in  the  hundreds  of  thousands  for  all  of  the  carriers,  that 
he  most  feasible  way  to  deal  with  the  situation  would  be  for  the 
arriers  to  prepare  a  list  of  these  contracts  and  purchases  on 
pecifications,  submit  the  list  to  the  commission,  and  have  the  com- 
nission  indicate  what  contracts  they  wanted,  and  then  have  the  orig- 
nals  sent  down  here,  and  save  the  labor  involved  in  the  preparing 
if  copies. 

Mr.  Brandeis.  Mr.  Commissioner,  that  seems  to  be  an  excellent 
uggestion. 

Commissioner  Harlan.  Very  well. 

Mr.  Brownell.  Mr.  Commissioner. 

Commissioner  Harlan.  Mr.  Brownell. 

Mr.  Brownell.  In  connection  with  questions  11  and  12,  they  call 
■or  all  reports  of  contracts  for  three  years  past,  other  than  those 
jovered  in  question  No.  10— that  is,  from  1908  to  1913.  Is  there 
my  reason  why  that  same  period  of  three  years  past  should  give  thp 
nformation  as  far  as  it  is  needed  for  the  purposes  of  this  inquiry? 

Mr.  Brandeis.  We  will  consider  that.  I  think  we  shall  have  to 
lave  some  date  earlier  than  three  years  for  this  purpose. 
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I 

Mr.  BuowNELL.  Wellj  whatever  it  is,  it  is  in  order  to  save  time. 

Mr.  Brakdels.  We  will  be  glad  to  limit  it  as  far  as  posiible. 

Commissioner  Harlan.  Very  well.  That  disposes  of  those  qiH?- 
tions,  as  understood  at  present.  What  is  the  next  question,  >& 
Patterson  ? 

Mr.  Patterson.  The  next  question,  sir,  is  question  No.  27 : 

Question  No.  27. — Give  on  Form  No.  19,  as  required  by  headings,  iafonoati^ 
regarding  the  consumption  of  fuel  during  the  fisjal  years  ended  June  30,  1315 
and  June  30,  1913. 

This  question  No.  27,  Form  19,  Mr.  Commissioner,  calls  for  diti 
covering  the  consiunption  of  fuel  by  locomotives  for  the  Tetr^ 
ended  June  30, 1910,  and  June  30, 1913.  Now,  so  far  as  I  am  adfisei 
few,  if  any,  lines  will  be  able  to  answer  this  question  in  this  pir 
ticular  form,  because  they  only  keep  their  fuel  consumption  recori- 
on  the  basis  of  freight  and  passenger  and  switching,  there  being  a 
distinction  on  any  of  the  lines  between  revenue  and  nonreveiia 
service;  and  on  still  other  lines,  there  being  no  distinction  bet^a? 
si>ecial  switching,  on  the  one  hand,  and  freight,  passenger,  ar- 
mixed,  on  the  other  hand,  and  therefore  the  only  suggestion  tkt 
we  can  make  in  reference  to  that  is  that  the  carriers  willfumish  tbi 
information  to  the  extent  that  it  is  in  their  possession. 

Mr.  Brandeis.  That  is  all  we  can  ask. 

Mr.  Paitekson.  In  connection  with  that  question.  Mr.  Commt 
si  oner,  as  well  as  in  connection  with  all  of  these  operating  question?- 
that  is,  beginning  with  the  heading  under  group  2  and  going  do»T 
to  No.  16 — there  are  two  questions  involved  which  are  of  some  impx 
tance,  so  far  as  the  question  of  expense  and  time  is  concerned  i 
answering  these,  and  that  is,  in  the  first  place,  as  to  whether  tb. 
answers  shall  be  furnished  by  individual  companies  or  by  systems 
If  the  questions  are  directed  to  individual  companies,  in  the  case  «* 
a  great  many  lines,  for  instance,  the  car-pool  lines  operating  ovr 
the  Pennsylvania  Railroad,  in  connection  with  them  the  labor  wou!: 
be  tremendous  in  trying  to  sift  that  out  between  the  four  operatin: 
companies.  I  would  like  to  ask  if  we  could  give  you  the  informati^? 
you  want  in  that  question  by  systems? 

Mr.  Brandeis.  I  think  not.  I  think  there  are  very  great  differ 
eiices  in  the  case  of  systems.  I  do  not  know  whether  that  is  spe 
cifically  so  with  vours,  but  we  have  reason  to  think  that  in  connectirr 
\\  ith  the  New  1^ork  Central  there  are  a  great  many  differences  i: 
regard  to  practices  and  accomplishments  of  the  different  companies, 
parts  of  the  New  York  Central  system  and  other  systems,  and  '< 
suppose  that  the  returns  must  be  made,  as  such  operating  returns  ar? 
made,  independently.  Up  to  a  certain  extent  they  have  entirely  ina^ 
pendent  officers,  and  all  of  these  reports  must  be  made  separately. 

Mr.  Patterson.  That  is  not  the  situation  I  am  "Speaking  of  at  iH 
I  mean,  taking,  for  instance,  the  Pennsylvania  lines  east  of  Pitts- 
burgh, with  four  operating  systems,  where  they  have  exactly  tkf 
same  officers  and  are  operated  under  one  system.  They  are  requirw 
to  make  separate  operating  reports  to  the  commission. 

Mr.  Brandeis.  In  respect  to  this  question,  if  there  are  any  specific 
facts  with  reference  to  particular  systems  which  would  make  it  desir- 
able to  depart  from  the  provisions  of  the  question,  then  vre  will  tab 
those  up  separately. 
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Mr.  Patterson.  That  is  all  I  meant  to  indicate  in  the  first  place, 
hat  is  entirely  satisfactory.  We  will  have  that  done  and  will  in- 
:ruct  the  different  companies  who  want  to  raise  that  question  to 
Dmmunicate  with  Mr.  Carmalt,  or  whoever  is  designated  to  take  that 
latter  up. 

Mr.  Brandeis.  Yes,  sir. 

Mr.  Patterson.  And  in  that  same  connection,  it  will  be  very  much 
impler,  and  also  very  much  cheaper,  in  the  case  of  many  of  these 
Dmpanies  to  furnish  the  answers  to  many  of  these  operating  ques- 
ions  by  the  calendar  year,  because  that  is  the  fiscal  year  of  companies 
ke  the  Pennsylvania  and  New  York  Central. 

Mr.  Brandeis.  That  would  be  entirely  satisfactory,  so  far  as  that 
3  the  practice  of  the  companies  in  their  general  accounting. 

Commissioner  Harlan.  Mr.  Patterson,  returning  for  a  moment  to 
uestion  No.  27  and  the  form  mentioned,  do  you  understand  that  any 
f  the  larger  lines  can  give  that  information  in  the  form  requested? 

Mr.  Patterson.  I  have  not  met  any  or  heard  of  any  that  can.  I 
lo  not  mean  that  that  is  conclusive  on  the  question  at  all. 

Commissioner  Harlan.  Was  it  your  understanding,  Mr.  Brandeis, 
hat  any  of  the  carriers  could  give  the  information  in  the  form  indi- 
ated,  on  form  19, 1  think  it  isf 

Mr.  Patterson.  That  refers  to  fuel  consumption  by  locomotives 
n  revenue  and  nonrevenue  service. 

Mr.  Brownell.  It  would  be  possible  to  give  that  subdivision. 

Mr.  Brandeis.  Our  idea  was  that,  recognizing  that  there  are  dif- 
erences  in  different  companies  as  to  the  methods  of  keeping  these 
iccounts,  of  course  we  must  be  content  with  that  which  it  is  possible 
■f)r  them  to  give  in  the  way  of  their  company. 

Commissioner  Harlan.  What  is  the  next  question,  Mr.  Patterson? 

Mr.  Patterson.  Question  No.  29. 

Question  No.  29. — Name  and  describe  the  types  of  coaling  stations  of  the 
•espondent,  and  give  the  average  costs  of  handling  coal  for  each  type  of  station 
or  the  years  ended  June  30.  1910,  and  June  30, 1913. 

Mr.  Patterson.  In  connection  with  question  No.  29,  which  is: 

Name  and  describe  the  types  of  coaling  stations  of  the  resi)ondent  and  give 
he  average  costs  of  handling  conl  for  each  type  of  station  for  the  years  ended 
rune  30,  1910,  and  June  30,  1913. 

It  will,  in  the  case  of  some  of  the  systems,  eliminate  the  tremendous 
abor  and  expense  involved  if  you  pick  out  one  company;  for  in- 
stance, as  in  the  case  of  the  Pennsylvania  lines  east  of  Pittsburgh, 
ivhere  the  great  bulk  and  nearly  all  of  the  coaling  stations  are  on  the 
line  of  the  Pennsylvania  Railroad — and  I  will  make  some  suggestion 
svith  reference  to  that  as  with  reference  to  the  other.  If  that  matter 
3an  be  called  to  the  attention  of  the  committee  of  the  commission 
and 

Mr.  Brandeis.  That  is  entirely  satisfactory. 

Mr.  Patterson.  For  the  purpose  of  saving  time.  Now.  the  ques- 
tion has  arisen  here,  whether,  where  coal  is  taken  at  the  tipple  at  the 
mines,  that  is  a  coaling  station? 

Mr.  Brandeis.  That  will  have  to  be  taken  iip  also. 

Mr.  Newcx)mb.  I  do  not  want  to  interrupt  Mr.  Patterson,  Mr.  Com- 
missioner  

Mr.  Patterson.  Go  right  ahead. 
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Mr.  Newcx)MB.  But  in  connection  with  question  No.  29  I  want  fc 
make  a  suggestion.  It  is  perfectly  obvious  that  the  character  of  tbf 
plant  provided  for  the  handling  of  the  coal  must  depend  on  tt 
quantity  of  coal  that  is  handled.  These  vouchers  might  show  greal 
differences,  because,  in  some  places,  you  might  have  a  high  cosLb^ 
cause  you  can  not  afford  to  have  a  plant  which  could  be  operated  it* 
lower  cost.  Perhaps  it  would  be  desirable  to  show  the  amoont  ef 
coal  handled. 

Commissioner  Harlan.  Is  not  that  implied  in  the  question? 

Mr.  Brandeis.  I  think  it  was  felt  by  the  commission  in  regard  t  • 
all  of  these  questions  that  the  carriers,  when  they  answered  cate- 
gorically, so  lar  as  possible,  the  questions  themselves,  would  appai 
to  the  answer  any  explanation  that  they  might  deem  necessary,  i: 
order  that  the  answer  would  be  full  and  fair  and  give  the  commissk': 
the  full  knowledge  that  they  thought  the  commission  ought  to  havr. 

Mr.  Patterson..  Yes;  but  we  propose,  in  answering  these  questicci 
to  answer  them  not  simply  categorically,  but  in  a  way  whidi  woix 
cover  the  information  which  you  are  seelcing  to  ^et. 

Mr.  Brandeis.  I  mean,  in  addition  to  the  specific  answer,  that  jce 
give  such  information  as  you  deem  will  be  helpful  to  the  conunissic: 

Commissioner  Harlan.  What  is  the  next  question,  Mr.  Pattersoc' 

Mr.  Patterson.  The  next  question,  sir,  is  question  No.  37. 

Question  No.  57. — Furnish  copies  of  nil  contracts  for  construction  or  renewi* 
of  roadbeds,  bridges,  structures,  or  other  facilities  entered  into  by  the  re^wndfc 
during  the  fiscal  years  ended  June  30.  1910,  1911,  1912,  and  1913.  (See  apea 
note  1.) 

Mr.  Patterson.  Question  No.  37  involves  copies  of  all  contracts  f-r 
construction  and  renewal  of  roadbed,  bridges,  structures,  or  (^; 
facilities  entered  into  by  the  respondent  dunng  the  fiscal  years  endei 
June  30, 1910, 1911, 1912,  and  1913.  In  addition  to  that,  special  n* 
No.  1  requires  offers  for  bids,  acceptance  of  the  bids,  and  the  naiop 
and  addresses  of  the  purchasers.  Of  course,  that  will  involTC  tr* 
furnishing  of,  I  dare  say,  almost  millions  of  documents.  I  asked  i 
an  estimate  of  one  system,  and  they  said  it  would  involve,  so  far  v 
they  were  concerned,  furnishing  over  50,000  documents;  and  weiM*^ 
the  same  suggestion  there  that  we  made  in  reference  to  the  contract* 
calling  for  tne  purchase  of  material,  that  a  list  of  those  contracts  w 
submitted  to  the  committee  of  the  commission,  they  to  notify  tiie  cr 
riers  of  the  contracts,  and  originals  and  not  copies  should  be  shown 

Mr.  Brandeis.  That  is  entirely  satisfactory. 

Mr.  Brownell.  I  also  make  the  same  suggestion  as  I  made  befc^ 
that,  if  practicable,  the  time  be  reduced  from  four  to,  say,  two  yea^^^ 
That  would  greatly  expedite  the  matter  and  would  reduce  the  ei 
pense. 

Mr.  Brandeis.  That  will  also  be  considered. 

Commissioner  Harlan.  What  is  the  next  question,  Mr.  Pattcrsff 

Mr.  Patterson.  The  next  question,  Mr.  Commissioner,  is  qnes^' 
No.  39: 

QuesHon  No.  39.— Give  on  Forms  Nos.  24   (a)  and  24   (6),  as  reqoirrf^;^. 
headings   and    instructions    thereon,    information    regarding   movements  •^: 
lading  of  respondent's  freight  cars  on  Its  own  line  for  the  period  w^.y 
1908,  to  June  30,  1913.  _in 

Note.— The  report  should  cover  50  box  cars,  25  of  60.000  ponnds  aPJ^,'*^ 
each  and  25  of  80,000  pounds  capacity  each,  all  of  which  were  In  service  ti  • 
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ginning  and  close  of  the  period.  The  cars  should  be  selected  by  consecntlre 
luibers  as  nearly  as  possible,  variations  from  consecutive  order  being  ex- 
fUned  with  the  returns.  If  the  respondeat  did  not  have  the  equipment 
Lswering  the  above  description,  cars  of  different  capacity  may  be  selected  as 
r  as  necessary. 

Mr.  Patterson.  Question  No.  39  asks  us  to  give  on  Forms  No. 
t  (a)  and  24  (6)  infoimation  regarding- the  movements  and  lading 
?  respondent's  freight  cars  on  its  own  line  for  a  period  of  five 
5ars — that  is,  to  take  two  sets  of  cars,  25  cars  each,  and  state  their 
ovement  on  the  line  for  a  period  of  five  years,  and  also  insert  in 
le  column  opposite  each  car  the  commodity  with  which  it  was 
aded,  covering  each  particular  movement  for  this  i)eriod  of  five 
3arB  and  the  tons  of  the  commodity  and  the  ton-miles.  Now,  I 
ippose  that,  as  a  preliminary  matter,  it  would  be  a  comparatively 
mple  thing  to  obtain  the  list  of  50  cars  and  trace  the  car  move- 
lent  for  a  period  of  five  years,  but  when  it  comes  to  applying  to 
ich  one  of  those  movements  the  commodity  that  was  covered  by  the 
lovement,  the  tons  and  ton-miles,  that  will  involve  going  to  the 
jcords,  I  suppose,  of  each  particular  system,  would  it  not,  Mr. 
hriver?  If  you  get  your  movement  from  A  to  B,  you  get  that  from 
our  car  records? 

Mr.  Shrfver.  You  would  have  to  go  to  the  station  records  for  that 
ata.  It  would  involve  probably  3,000  or  3,500  inauiries  on  agents, 
nd  they  would  have  to  go  back  through  five  years  records  and  get 
[lose  particular  dates  and  ladings,  and  that  will  involve  a  very  con- 
iderable  amount  of  work  with  the  agencies. 

Mr.  Patterson.  If  the  object  of  niis  question  is,  as  I  take  it,  to 
nd  out  the  use  that  this  company  made  of  this  equipment,  I  think 
bat  the  operating  committee  of  the  carriers  could  probably  make 
ome  suggestions  to  the  commission,  which  would  outline  to  them  a 
lethod  of  getting  at  this  information  in  a  much  quicker  and  a  much 
heaper  way,  and  we  will  be  glad  to  take  that  up  with  your  com- 
mittee. 

Mr.  Brandeis.  Wfe  will  be  glad  to  have  any  suggestions  in  any 
cay  in  respect  to  any  question  which  might  lead  to  a  minimizing  of 
he  work.  * 

Mr.  Patterson.  We  will  now  take  up  question  No.  72,  sir,  on 
)age  24 : 

Question  No,  72. — Give  on  Form  No.  44  (o),  as  required  by  headings  and 
astmctlons  thereon,  a  statement  of  unproductive  expenditures  for  permanent 
mprovements  made  by  the  respondent,  either  voluntarily  or  in  compliance  with 
;overnmeutal  requirements,  during  the  period  of  July,  1898,  to  June,  1913; 
►n  Form  No.  44  (6)  a  statement  of  unproductive  expenditures  other  than  for 
)ermanent  Improvements  during  the  same  period;  and  on  Form  No.  45  a 
ecapitulatiou  of  the  data  reported  on  Forms  Nos.  44  (a)  and  44  (6). 

Mr.  Patterson.  That  question,  sir,  speaking  generally,  is  a  question 
«rhich  calls  for  the  unproductive  improvements  made  in  connection 
with  permanent  improvements,  and  made  also  as  an  incident  to 
operating  expenses  and  as  the  result  of  governmental  action,  oj'  as 
the  result  of  voluntary  action  on  the  part  of  the  carriers.  That 
:juestion  goes  back  to  1898,  and  it  is  my  information  that  it  will  be 
eery  difficult  to  sift  this  information  out  prior  to  July  1, 1907,  when 
the  new  accounting  regulations  of  the  commission  went  into  effect. 
Mr.  Bunting,  what  is  your  idea  on  that? 
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Mr.  BuKTl^*o.  My  idea  on  that  is  that  since  1907  we  have  h*i 
M  orking  under  the  uniform  classification  of  the  commission,  aoJ  i; 
would  be  very  much  easier  to  produce  the  information  since  th:t 
year  rather  than  to  go  back  to  1898. 

Mr.  Patterson.  We  suggest  that  for  the  consideration  of  to3 
committee. 

Mr.  Bran  DEIS.  We  will  be  very  glad  to  have  it,  and  will  take  tint 
question  up. 

Mr.  Brownell.  In  regard  to  question  No.  72,  we  also  would  lib 
some  additional  information  as  to  just  what  the  commission  hi= 
in  mind  in  the  use  of  the  term  "  unproductive  expenditures."  ^t 
have  had  some  doubt  in  discussing  the  matter  ourselves,  and  hm 
thought  it  desirable  to  request  a  more  clear  understanding  of  ]n^ 
what  is  meant.  We  would  suggest  that  be  left  to  the  conmiittee  fe 
further  consideration. 

Then,  in  connection  with  question  No.  70.  where  the  request  is  fr 
data  as  to  the  number  of  annual,  term,  and  trip  passes,  we  in 
asked  to  give  the  total  number  of  trip  passes  issued  during  ti* 
month  of  June,  1913,  and  the  mileage  represented  by  such  paisfe 
We  would  suggest  the  term  "issued"  be  changed  to  "used.''  C^ 
course  the  number  of  trip  passes  issued  would  be  considerably  gream 
than  the  number  of  trip  passes  used. 

In  making  up  the  statement  the  question  calls  for  informatiwi  e 
to  the  mileage  represented.  The  bureau  or  the  officer  or  the  per?cc 
issuing  passes  has  that  information  in  regard  to  mileage,  but  thc^ 
that  have  the  checks  of  the  passes  that  have  been  used  can  give  tb* 
mileage,  and  it  would  almost  halve  the  work,  and  in  addition  gi^' 
the  information  much  more  accurately,  as  it  would  show  the  milea|^ 
used,  instead  of  the  mileage  for  the  passes  which  ai-e  issued  and  lui 
used. 

Mr.  Brandeis.  The  committee  will  consider  that  also,  Mr.  BrowneL 

Mr.  Brownell.  Then  in  connection  with  questions  Nos.  76.  71- 
and  78  I  note  that  the  period  covered  by  question  No.  75  is  one  y&^ 
the  year  ended  June  30, 1913.  I  would  suggest  that  the  time  cover^i 
by  questions  76,  77,  and  78  be  reduced,  if  practicable,  also  to  one  yesr 
and  if  not  that,  such  additional  time  as  may  be  necessary  to  givetb 
information  as  far  as  applicable  to  the  questions  of  the  case.  Thit 
would  reduce  the  expense  and  the  time  very  generally.  We  therefor? 
ask  that  that  be  considered  together  with  the  other  questions. 

Mr.  Brandeis.  We  will  have  the  committee  consider  that  also. 

Mr.  Patterson.  I  have  nothing  more. 

Mr.  Lyon.  If  the  commissioner  please,  we  are  very  much  interests- 
in  knowing  what  is  to  be  included  in  the  term  "  unproductive  ^^ 
penditures"  and  who  is  to  decide  what  are  unproductive  expeni- 
tures. 

Commissioner  Harlan.  You  mean  for  the  purpose  of  answerii? 
this  inquiry? 

Mr.  Lyon.  Yes.  The  carriers  are  called  upon  to  furnish  infonnt; 
tion  as  to  what  they  have  expended  upon  unproductive  matters,  anc 
I  have  a  curiosity  to  know  what  is  intended  and  who  is  to  settle  W 
question. 

From  our  view  everything  on  the  railroad  is  productive,  but  th«- 
is  a  pure  question  of  opinion.  I  would  like  to  know  what  is  the  ba^ 
upon  which  the  questi  .m  is  to  be  answered. 
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Mr.  Brandeis.  The  carriers  in  the  past  have  made  it  very  cle::r 
n  their  statements  that  they  deemed  a  very  considerable  proportion 
)f  the  investments  Avhich  nad  been  made  by  them  of  a  character 
vhich,  in  their  opinion,  might  properly  be  called  unproductive. 
Jome  of  that,  perhaps  a  large  part  of  it,  has  been  due  to  requirements 
)f  the  Government. 

It  seemed  to  us  and  to  those  who  had  considered  this  carefully  that 
he  commission  would  be  aided  by  a  careful  statement  from  the 
•espective  carriers  as  to  what  the  aggregate  amount  and  the  character 
)f  that  investment  was,  and  whether  their  judgment  was  correct  or 
lot  was  a  matter  that  could  be  examined  upon  in  connection  with 
heir  statement.  But  they  ought  to  have  the  right,  and  it  should  be 
eft  with  them  certainly  m  the  first  place,  to  say  what  they  meant 
)y  the  term  "  unproductive." 

Mr.  Patterson.  In  connection  with  Mr.  Lyon's  question,  one 
iearly  unproductive  expenditure  which  is  involved  in  all  the  rail- 
•oads  is  this  full-crew  matter. 

Mr.  Lyon.  Of  course,  what  is  unproductive  is  a  question  of  debate. 
[  do  not  know  myself  whether  it  is  or  not,  but  I  imagine  men  might 
liffer  as  to  whether  a  car  coupler  was  an  unproductive  feature.  I 
lad  an  impression  it  was,  for  instance,  in  economy. 

Mr.  Brownell.  The  description  given  on  the  form  is  pretty  close 
o  what  we  all  understand.  We  simply  refer  it  for  the  consideration 
)f  the  committee,  Mr.  Brandeis,  that  we  might  have  a  common 
mderstanding. 

Commissioner  Harlan.  At  any  rate,  when  such  an  understanding 
s  reached  the  returns  made  by  the  carriers  to  the  inquiry  on  the 
)asis  of  that  understanding  will,  of  course,  indicate  their  view  as  to 
vhat  is  to  be  classified  as  unproductive. 

Have  you  any  further  suggestion  to  make,  Mr.  Brandeis? 

Mr.  Brandeis.  Nothing,  Mr.  Commissioner. 

Commissioner  Harlan.  Is  there  any  suggestion  that  can  be  made 
it  this  time  as  to  a  further  hearing? 

Mr.  Brandeis.  On  the  memorandum  which  was  sent  out  by  the 
lommission,  as  well  as  in  the  questions  themselves,  attention  was 
^Ued  to  the  desirability  of  having  such  questions  as  could  be 
)romptly  answered  answered  promptly,  and  that  each  question  should 
)e  answered  as  soon  as  it  could  be,  so  that  we  might  have  the  oppor- 
unity  of  studying  the  answers  as  they  came  in  from  day  to  day. 

The  only  suggestion  I  think  that  we  can  make  is  to  urge  again  that 
he  carriers  should,  so  far  as  possible,  comply  with  the  request 
embodied  in  the  questions. 

Mr.  Patterson.  The  carriers,  of  course,  are  very  glad  to  cooperate 
;o  that  extent  for  the  purpose  of  expediting  the  matter.  But  the 
jreat  bulk  of  this  information  will  not  be  possible  to  be  furnished 
n  any  time  between  now  and  January  31. 

Commissioner  Harlan.  In  the  interest  of  expedition,  the  point 
;hat  Mr.  Brandeis  suggested  was  in  the  original  memorandum,  car- 
ders should  not  wait  until  they  are  ready  to  send  in  all  their  answers, 
)ut  should  send  them  in  as  they  get  them  ready.  This  will  enable  us 
;o  expedite  the  setting  of  the  next  hearing. 

Mr.  Patterson.  On,  yes ;  we  are  glad  to  do  that.  For  instance,  we 
ire  sending  to  the  commission  to-day  five-year  statements,  back  to 
L898,  of  some  25  of  the  39  or  40  systems  that  there  are,  and  the  others 
wrill  be  sent  in  from  time  to  time.  ^.g.^.^^^  ^^  Googk 
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Mr.  Lyon.  As  counsel  for  the  Pittsburgh  Coal  Co.  and  the  Xe< 
Pittsburgh  Coal  Co.,  our  interests  are  directly  concerned  with  d 
rates.  We  are  desirous,  unless  these  questions  already  require  h.  J 
have  the  carriers  furnish  the  bituminous-coal  lands  in  which  th^  a 
interested,  either  directly  or  indirectly,  by  stock  ownership  or  u 
dorsement  of  bonds,  or  in  whatever  manner  they  are  interested  I 
know,  for  instance,  that  the  Norfolk  &  Western  Eailway  Ca  oini 
the  Pocahontas  coal  field,  and  they  have  some  investment  of  ibd 
bonds.  I  think  probably,  Mr.  Brandeis,  that  the  questions  cover  tbi 
but  I  am  not  sure ;  and  we  wanted  to  be  sure  of  getting  the  inforEi 
tion  as  to  the  interests  of  the  railroads  in  the  bituminous-coal  bad 
ness. 

Mr.  Brandeis.  We  believe,  Mr.  Commissioner,  that  the  quesdffi 
we  ask  calling  specifically  for  a  statement  of  all  the  interests  (^ 
than  those  in  the  transportation  system  itself — all  other  propm^ 
owned  and  bonds  and  stocks  in  other  property — ^would  disdose  wiJ 
Mr.  Lyon  is  calling  for. 

Is  there  any  question  in  your  mind,  Mr.  Patterson,  as  to  the  la 
fiwers  to  those  questions  including  the  information  Mr.  Ly on  is  askirj 
for? 

Mr.  Patterson.  I  do  not  know ;  my  attention  has  not  been  dir«d 
to  that  point. 

Mr.  Brandeis.  We  made  no  reference  specifically  to  bituimnc^ 
coal  lands  or  coal  lands  in  general;  but  m  the  schedules  web^ 
asked  specifically  for  the  different  classes  of  property,  and  ths> 
suppose,  would  come  under  that  head.  We  also  ask  tor  the  (Alir- 
tions,  direct  and  contingent,  and  I  suppose  that  also  would  disd^ 
the  other  facts  for  which  Mr.  Lyon  is  asking. 

Mr.  Lyon.  That  was  my  understanding,  but  I  simply  desired: 
emphasize  that  particular  point  in  case  there  might  be  any  misapr 
faension. 

One  other  thing,  if  the  commissioner  please.  We  do  not  wants 
impose  any  more  burden  upon  these  carriers  than  is  imposed  by  i 
information  which  these  questions  call  for ;  I  think  we  all  apprecii 
there  is  very  considerable  work  in  connection  with  them.  But  ye^' 
anxious  to  have  some  method  of  obtaining  the  cost  of  moving  bita: 
nous  coal  furnished  by  the  carriers.  Of  course  I  know  that  is^^ 
tion  which  the  carriers  hesitate  to  enter  upon. 

Mr.  Patterson.  We  do  not  hesitate ;  we  refuse. 

Mr.  Lyon.  Either  refuse  or  hesitate.    We  are  perfectly  sat:^ 
to  accept  what  the  commission  has  done  in  cases  heretolore.  /' 
Question  of  the  cost  of  moving  bituminous  coal  has  been  be:^ 
the  commission  in  I.  &  S.  No.  26,  in  the  Boileau  case,  in  the  P>^ 
burgh  Steel  case,  and  in  the  case  of  the  New  Pittsburgh  Coal  t 
known  as  the  Hocking  Valley  case.    There  is  also  being  made  a  ^f\ 
exhaustive  investigation  by  the  commission  in  the  anthracite  ^ 
as  to  the  cost  of  moving  corI.    In  other  words,  the  commisn' 
entering  upon  the  field  which  carriers  have  refused  to  enter  upor 

We  think  it  is  of  importance  to  our  interests  to  have  inform^"- 
of  that  character,  and  I  want  to  ask  the  commission  if  we  couU" 
those  records  and  the  information  furnished  there,  when  the  - 
riers  come  to  justify  their  rates  upon  bituminous  coal,  and  if '; 
carriers  wish  to  supplement  it  with  further  information  it  i>- 
them  to  say. 
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Mr.  Brownell.  Do  you  expect  to  try  out  in  this  proceeding  the 
separate  questions  as  to  the  reasonableness  of  rates  between  different 
points  on  bituminous  coal? 

Mr.  Lyon.  I  can  not  speak  for  the  commission  on  that. 

Commissioner  Harlan.  What  was  your  statement? 

Mr.  Brownell.  I  have  asked  Mr.  Lyon  if  he  expected  to  try  out 
in  this  proceeding  the  question  of  the  reasonableness  of  the  rate  or 
the  cost  of  transportation  to  be  applied  to  coal  or  any  commodity 
between  two  or  more  common  pomts,  there  being  some  thousands 
of  commodities. 

Commissioner  Harlan.  I  think  that  is  a  question  that  the  com- 
liaission  must  consider.  In  that  connection,  Mr.  Lyon,  it  was  my 
purpose  to  draw  to  the  attention  of  the  commission  at  the  confer- 
ence next  week  this  very  matter.  I  suggest,  in  order  to  have  your 
case  specifically  before  us,  as  illustrative  of  others,  that  you  pre- 
pare a  motion  or  some  formal  statement,  so  that  the  commission  can 
take  up  that  question  as  to  how  far  in  this  proceeding  we  will  take 
up  individual  rates  on  specific  commodities. 

Of  course  the  right  of  anyone  interested  in  such  traffic  to  have  a 
hearing  is  manifest  under  the  law.  The  question  is  whether  that 
hearing  should  be  incorporated  in  this  general  case.  That  question 
the  commission  will  take  up  next  week. 

Mr.  Lyon.  In  answer  to  that  I  was  going  to  say  that  was  the  only 
question  before  the  commission  as  I  read  the  law. 

Commissioner  Harlan.  Your  point  of  view  is  clear  enough,  and 
your  theory  of  the  law  is  also  undebatable,  of  course.  But  there 
IS  a  very  practical  side  to  the  matter,  and  it  has  been  my  purpose 
for  several  weeks  to  ask  the  attention  of  the  full  commission  to  that 

?uestion.  For  that  reason  I  suggest  you  put  your  suggestion  in  the 
orm  of  a  motion,  accompanied  by  such  statements  as  you  deem 
proper. 

Mr.  Lyon.  At  the  former  hearing  the  commissioner  will  remember 
I  made  a  very  brief  statement,  expecting  to  have  opportunity  to 
make  a  statement  at  the  proper  time  as  to  just  what  our  position  in 
the  matter  was. 

Of  course  the  shippers  can  have  no  interest  in  anything  except 
the  rate  they  use.  Or  course  we  appreciate  the  commission  has  to 
consider  the  state  of  the  country,  the  state  of  these  railroads.  We 
only  can  appear  here  as  citizens  of  the  United  States. 

Commissioner  Harlan.  The  right  of  the  shipper  to  be  heard  is 
very  clear.  The  question  is  whether  that  right,  with  reference  to 
that  particular  traffic,  should  be  reserved  for  hearing  immediately 
after  the  conclusion  of  this  case  or  at  some  appropriate  time,  or 
whether  in  connection  with  this  case  itself.  That  is  a  question  the 
commission  must  consider. 

Mr.  Lyon.  We  want  to  be  be  heard  upon  that,  as  to  when  we  are 
to  be  heard.  This  thing  is  vital  to  this  case.  The  law  says  these 
carriers  shall  justify  increased  rates,  shall  justify  the  reasonableness 
of  new  rates.  It  gives  this  commission  the  power  to  suspend  rates 
for  10  months.  The  implication  of  the  law  is,  I  think,  in  the  inter- 
est of  the  shippers,  not  in  the  interest  of  the  carriers.  Unless  the 
carriers  within  10  months  convince  this  commission  that  the  rates 
are  reasonable,  the  shipper  is  the  one  to  be  considered  by  the  com- 

Digitized  by  VjOOQ IC 


1040  FIVE    PER   CENT  CASE. 

mission,  and  leave  the  status  quo.  rather  than  have  the  incre© 
rates  go  into  effect. 

I  simply  say  that  because  if  we  are  delayed  by  a  general  iiitk 
gation,  which  I  think  ought  to  extend  over  five  years,  in  this  X 
5860,-  if  it  is  done  properly  and  fully — ^I  think  the  commission  ^ 
not  misunderstand  me  when  I  use  the  word  properly.    I  mm 
go  into  a  full  investigation  as  to  what  steps  should  be  tato 
increase  the  revenues  of  the  carrier. 

But  the  question  as  to  whether  the  rate  should  be  raised  bi 
Pittsburgh  to  the  lake  is  a  concrete  proposition.    I  think  ve 
entitled  to  be  heard,  and  these  carriers  must  present  their  case  vitl 
10  months  or  we  get  the  decision. 

Mr.  Patterson.  Mr.  Conmiissioner,  in  reference  to  Mr.  Lm 
suggestion  that  they  would  like  to  have  detailed  informaticMi  ^ : 
reference  to  the  cost  of  transporting  bituminous  coal,  I  think  I  -^ 
make  a  suggestion  which  will  help  Mr.  Lyon  in  connection  with  1 1: 
The  Pittsburgh  Coal  Co.  is  the  owner  of  the  Montour  Railroad  i 
and  the  Montour  Railroad  is  engaged  in  the  transportation  of  • 
from  the  Pittsburgh  district  to  the  Lakes  in  conjunction  with  d^ 
carriers.  My  suggestion  would  be  that  Mr.  Lyon  turn  over  t 
affairs  of  the  Montour  Railroad  Co.  and  make  a  very  careful  as.^ 
tainment  of  the  cost  of  transporting  coal,  which  I  assume  can 
done  under  very  favorable  circimistances. 

Mr.  Johnston.  I  would  like  to  ask  Mr.  Patterson,  when  that 
done,  if  the  carriers  will  agree  to  take  as  the  cost  of  the  service 
their  individual  roads  such  cost  as  the  Montour  Railroad  show^ 
be  its  cost? 

Mr.  Patterson.  I  will  answer  Mr.  Johnston  by  saying  thit  t 
carriers  are  unable  to  do  that  by  reason  of  the  fact  that  poss  ■* 
they  might  not  be  able  to  make  as  satisfactory  traffic  arran^mes" 
and  therefore  it  would  not  be  any  particular  measure  of  the  situat "" 

Mr.  Johnston.  Mr.  Patterson's  suggestion,  then,  would  not  se 
our  purpose. 

Mr.  Patterson.  I  withdraw  it,  then.  [Laughter.]  I  onlj  mi'' 
it  in  a  spirit  of  cooperation. 

Mr.  Johnston.  We  are  attempting  lo  get  at  the  cost  of  the  serri 
to  the  roads  that  are  serving  the  Pittsburgh  district,  and  we  are  i  ^ 
to  get  at,  to  a  reasonable  degree  of  certainty,  the  cost  on  the  MgdI'^ 
Railroad.  We  are  really  serious  in  wanting  this  information.  ^^ 
think  we  are  entitled  to  it. 

Commissioner  Harlan.  Your  right  to  be  heard,  Mr.  Johnston-  ^ 
certainly  clear ;  I  think  no  one  can  doubt  that.    It  is  simply  a  (f^ 
tion  as  to  whether  your  record  will  be  incorporated  in  this  recon 
made  a  part  of  this  general  investigation — whether  that  can  be  A^ 
wisely  with  reference  to  the  rights  of  yourself  and  others. 

Mr.  Johnston  T  have  no  doubt  the  commission  will  take  care  ^ 
our  interests  properly  if  by  reason  of  delay  we  do  not  get  ff^ 
attention. 

Commissioner  Harlan.  Yes;  I  think  the  commission  most  assoi^ 
some  duty  in  that  respect.  . 

Are  there  any  further  suggestions  ?  If  not,  the  session  wiD  ** 
subject  to  notice  as  to  a  further  hearing. 

(Thereupon,  at  11.30  o'clock  a.  m.,  the  hearing  was  n^(XP^ 
subject  to  notice.)  /^     ^  ^      ^r^ 
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